





NEVER PaARCHED - NEVER TOASTED 


CAMELS 
are always 


FRESH? 


WITCH to Camels and learn 
S the mildness of a fresh, 
cool-burning cigarette. A blend 
of choice Turkish and mellow, 
sun-ripened Domestic tobac- 
cos, Camels are never parched 
or toasted. That’s why we say 
smoke them for one day, then 
leave them — if you can. 


R. J. REYNOLDS TOBACCO COMPANY y 
Winston-Salem, N. C. f 
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CAMELS 


Made FRESH~-Kepif FRESH 


Don’t remove the Camel Humidor Pack—it is protection 
against perfume and powder odors, dust and germs. 
Buy Camels by the carton for home or office. The 
Humidor Pack keeps Camels fresh 


© 1982, R. J. Reynolds Tobacco Company 
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THE honest financial statement is an 
admirable instrument for conveying essential 
information about a business to the investing 
public. Yet, in the most polished array of 
figures and facts, something vital is missing, 
something that may not even be read 
between the lines. 


One must go beyond an impressive brochure 
if he is to find the human range of a business 
—a business, we like to think, such as ours. 
Men and spirit molded into organization 
yield an answer that is infinitely more 
illuminating than cold, hard figures. 


Here, amid the hustle and bustle of the 
workaday world, you will observe vision 

. vision to see over and beyond the 
necessary tasks of the moment. Cour- 
age you will also see... the sort of 
courage that comes to grips with 


Executive Offices: 





MISSING—trom the financial statement 


Wy, 






depressionistic obstacles and bends them to 
its will. These, together with a certain 
intangible esprit de corps and marked unity of 
purpose, are the elements that instill life 
and promise into an industry. 


Armco has believed, from its very inception, 
that only sincere and intelligent human 
endeavor could justify its existence and con- 
tinuance. That is its simple creed, its 


definition of service. 


The more we look at our own industry and 
survey others, the more we are convinced 
that people, from laborer to president, write 
the true story of a business and the era of 
which it is a part. Financial state- 
ments come and go, are applauded or 
censured, yet the narrative of suc- 
cessful organization goes cn forever. 


The American Rolling Mill Company 


Middletown, Ohio 
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Texas Gulf Sulphur Company 


Cncorporated) 


25 East 45th Street, New York City 
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Deposits and Plants 
Gulf, Newgulf and Long Point, Texas 
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Odd 
Lots 


Allow the small in- 
vestor to take advan- 
tage of market oppor- 
tunities. 


They enable the larger 
investor to diversify 
his holdings, thereby 
increasing margin of 
safety. 


Our booklet which ex- 
plains the many advan- 
tages offered by Odd 
Lot Trading furnished 
on request. 


Ask for M. W. 548 


New York Stock Exchange 
39 Broadway New York 


Branch Office—11 West 42nd St. 


























Important 
if you change your address 


Repert changes of address direct to us. 
The post offite will not forward copies to 
your new address unless extra is 
provided by you. Duplicate copies cannot 
_be sent to repiace undelivered 
through your failure to notify us ef change 
in address at least two weeks before the 
—_ of issue with which it is to take 
effect. 


The Magazine of Wall Street 
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Advance Announcement 


——25TH ANNIVERSARY OFFER= 


A. T. Miller’s 
new book—F REE 


HIS new book timely,—practical and simple,—is, we 
'| aon believe, one of the most valuable and useful 

we have ever published. Its principles, used in conjunc- 
tion with regular reading of The Magazine of Wall Street, 
can prove immediately helpful to every investor—every 
trader. “Dollars and Sense” is not dry theory, but a clear, 
simple exposition based on those principles employed by 
the staff of The Magazine of Wall Street in its selection of 
investment opportunities. 


DOLLARS and SENSE 


By A. T. MILLER 





150 pages, flexible blue binding 


FREE—zhis timely book 


“Dollars and Sense”—Free all for 
“Personal Inquiry Service”—Free $7.50 


Here, the author of The Magazine of Wall Street’s Fortnightly Market 
Forecast provides you with a direct and usable investment technique that 
will enable you to take advantage of today’s markets. 


Beginning with a practical discussion of the pros and cons of practical eee 
dynamic economics, he takes you through to the important phases of cur- CONTENTS 

rency and credit inflation. Then, he discusses the advantages and disad- 1. SOUND BASIS FOR CURRENT INVESTMENT 
vantages of various types of securities as a result of the current business : —Practical dynamic business economics. 
situation, together with the factors to be considered in taking advantage of —The consequences pro and con of currency and credit 
speculative and investment opportunities in bonds, preferred and common a opportunities born of the business de- 
stocks. The entire field of investment and profit opportunities are covered, 


q ® A o 5 pression, 
and include valuable pointers in detecting buying, selling and switching THE BASIS FOR COMMON STOCK SELECTION UNDER 
signals. : —Simple methods essential to successful investing. 





PRESENT CONDITIONS 
A SIMPLE EXPLANATION OF HOW TO READ AND 
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Written by a recognized expert, “Dollars and Sense” explains this profitable 
subject so that you can readily understand and apply its methods to your 
personal problems. 


Free—if you subscribe now 


“Dollars and Sense” is not for sale. It is offered free with yearly subscriptions 
to The Magazine of Wall Street at this time when we want you to share with us 
in our 25th Anniversary of service to investors—everywhere. If you are already 
a subscriber, “Dollars and Sense” will be sent you with your renewal for one year. 


Personal Inquiry Service 
can immediately help you. 


By subscribing now you will receive a copy of “Dollars and Sense” as soon as it is 
off the press and 26 issues of The Magazine of Wall Street will come to you fort- 
nightly throughout the year. This subscription will also entitle you to the 
privileges of our Personal Inquiry Department which enables you to secure our 
opinion on any security which you now hold or may consider purchasing. Without 
additional cost, this valuable privilege enables you to personalize the work of 
The Magazine of Wall Street in accordance with your particular requirements. 
It also enables you to keep informed regularly on your investment status and 
may easily be the means of making or saving hundreds or thousands of dollars 


for you. 
Fill in and Mail this Coupon NOW 


‘‘Dollars 


and Sense”’ 


FREE 


If you use this Address 
coupon 





The Magazine of Wall Street, 
90 Broad Street, New York. 


I wish to take advantage of your Special Offer. 
is off the press. 


regarding securities hold or plan to bay. 
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PROFIT BY FINANCIAL STATEMENTS. 
—How to judge a company’s current strength, 
—How important is book value today. 

THE VALUE OF THE TECHNICAL POSITION. 
—Quick or long range profits. 


—The various long and near-term movements of securities. 


WHY A STUDY OF GROUP MOVEMENTS IS ESSENTIAL 
TO SUCCESSFUL INVESTING. 


BASIC PRINCIPLES FOR DETERMINING INDIVIDUAL 
PROFIT POSSIBILITIES IN 12 LEADING GROUPS. 


—-Merchandising Stocks —Tobacco —tTires 
—tThe Steel Group —Railroads 
—The Petroleum Group —Automobiles —Sugar 
—Non-Ferrous Metals —Publie Utilties —Leather 
HOW TO GAUGE SPECULATIVE AND INVESTMENT 
OPPORTUNITIES IN BONDS. ‘ 
What constitutes safety of principal. 
Selecting bonds from the low-priced list. 
—Judging foreign bond values. 
—-When to look for profits through receiverships. 
—Opportunities in railroad bonds. 
—Detecting the real opportunities for profit in bonds. 
INVESTMENT TRUSTS—FIXED AND MANAGEMENT. 
—Rules to apply in selecting Investment Trusts. 


—Important chapter on a form of investment which may 


again become very popular. 


MOST PRACTICAL INVESTMENT PROGRAM FOR THE 
MARRIED MAN—BETWEEN 25 TO 35—35 TO 50— 


50 AND UP. 


Inclosed remittance of $7.50 is to cover subscription te 


The Magazine of Wall Street for one year, 26 issues, and send me my copy of “Dollars and Sense” as soon as it 


In addition to this it is understood that I have the privilege of writing to your Personal Service Department 


Publisher’s Note:—If you are already a subscriber, your subscription will be extended from present date of 
expiration. Canadian and Foreign Postage $1.00 Extra. 
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To the Next 


Twenty-Five Years 


of Service 


OCTOBER 29, 1932 


HIS issue of The Magazine of Wall Street marks the beginning of a 
ci second quarter-century of its service. 

For twenty-five years it has been the purpose of this publication 
to render thoughtful counsel and to interpret the trend of events in world 
affairs, finance, economics and business for the benefit of investors and 
business men both large and small. It has been a fascinating job. More- 
over it has been our lot to perform this service under greatly varying 
conditions. By coincidence this 25th Anniversary comes at a time when 
economic conditions in many respects resemble those which prevailed 
when this Magazine was born—1907—the year of the money panic. The 
depression and hardship was as heavy to bear then as the difficult time 
through which we are going today. Since that time we have known the 
financial panic of 1914 at the outbreak of the World War; the ensuing 
boom; the commodity crash of 1920 and the resulting panic; and finally 
the greatest boom of all time from 1925 to 1929. 

It is difficult to imagine a period of twenty-five years in which more 
extreme conditions in prosperity and adversity, in exuberant optimism and 
despair have so rapidly succeeded each other. We have lived very fast 
and the swift changes in the economic life of the past decade bring us to 
the threshold of another new and interesting age. The next twenty-five 
years will produce the greatest changes in the status of man since the 
history of the world. We can only go forward—never backward. The 
adventure of life grows more interesting and will undoubtedly be produc. 
tive of more real good for human beings than anything we have yet known. 

We, who see our job as a very human one fundamentally, to whom 
facts and figures are merely a basis for calculation, to whom economic 
fluctuations mean the ebb and flow of human activities—are looking for- 
ward to our next twenty-five years of service with keen anticipation. We 
have been so anxious and eager to get at the truth, to see things as they 
are, that we believe we enter this new period better prepared than ever 
to serve our many thousands of friends who have been our inspiration to 
conceive,—to work,— and carry through. 

We are keenly aware of the responsibility and obligations which are 
ours. We recognize the vast potentialities of the years before us and 
pledge ourselves anew toas full measure of serviceas is in our power to give. 





IN 1931-32, GENERAL MILLS ESTABLISH 
TWO SUCCESSFUL NEW FOOD PRODUCTS 


Added To Its Famous Gold Medal Flour 
of “Eventually, Why Not Now?” Fame 


Sensational Merchandising 
Quickly Proves Worth 
of America’s 
Newest Grocery Items 


MILLIONS of people, in some 90 different 
nations or. territories, instantly think of 
“Eventually, Why Not Now?’’—Gold 
Medal, when they think of flour. Product of 
General Mills, Inc., world’s leading flour 
millers, for generations this famous brand 
has been known wherever flour is sold. 


Now, in 1931-1932, General Mills has 
established two remarkable new food prod- 
ucts which have been added to famous Gold 
Medal and 28 other leading flour brands. 
Introduced to American housewives at a 
time when success would ordinarily be least 
expected, Wheaties and Bisquick are both 
selling at the rate of thousands of packages 
a day. 


Backed by sensational, nationwide ad- 
vertising campaigns, they have overnight 


WHEATIES—Tens of millions of packages sold 
in past twelve months show Wheaties rapidly 
becoming one of America’s most popular cereals. 


Brsguick—Scientists’ most thrilling food 
invention, Bisquick, overnight wins ap- 
proval of American housewives—millions 
of packages bought in last ten months 
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Kitchen-tested J 


GENERAL MILLS INC 
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To MILLIONS OF HOUSEWIVES THE WORLD OVER, THE MEANING OF FLOUR 
“Eventually, Why Not Now?’’, Gold Medal 


become by-words in homes all over the 
country. 


Already Young America’s Favorite Cereal 


First marketed on a large scale in 1930, 
Wheaties have already attained a secure 
position in one of our most competitive 
fields—breakfast cereals. For tens of mil- 
lions of packages have been sold in the 
past twelve months. 


Dramatized on the radio by Percy Cros- 
by’s immortal “Skippy,” these ready-to- 
serve whole wheat flakes are now young 
America’s favorite cereal. And with their 
pure deliciousness, have won adult tastes 
as well. 

Then Came Bisquick ! 


Bisquick was soon to follow Wheaties! And 
this time, success was even more startling. 
Born in 1932, and given a whirlwind start 
by shrewd merchandising experts, many 


million packages of Bisquick have been 
sold in the first ten months of its existence. 

Quick to see the certain advantage of be- 
ing guaranteed perfect biscuits every time 
they baked, American housewives have 
given Bisquick a permanent location on 
their pantry shelves. 

So—history once more repeats itself. Al- 
ready including such distinguished namesas 
Gold Medal Flourof ‘Eventually, Why Not 
Now?” fame, and Gold Medal Softasilk Cake 
Flour, General Mills has now added Wheat- 
ies and Bisquick to this famous family of 
most asked for brands. With early sales rec- 
ords that would be sensational for far older 
products, both are destined to take a place 
among the leaders in the food industry. , 


GENERAL MILLS, INC. 


Copr. 1932, by General Mills, Inc. 
Minneapolis, Minnesota 


A nation-wide milling organization operating 21 flour, 
feed, and cereal mills with 87,000 barrels daily capaci) 
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The Trend of Events 


—Do We Need More Money? 
—Municipal Extravagance Must Go 
—The Forgotten Commodities 
—World Tariff Puzzle 

—Capital Revision 

—The Market Prospect 


DO WE NEED NTIL this depression is 
MORE MONEY? i cured or cures itself there 
will apparently be no end 

to the recurrent agitation for inflation. In recent 
speeches as prominent an office-holder as Senator Borah 
has argued strongly for what the inflationists call an 
“honest dollar’—a dollar with the purchasing power 
and debt-paying power of the pre-depression dollar. 
What is actually desired, of course, is a general rise in 
commodity prices. In theory there are two ways ad- 
vanced for bringing such a rise about. A considerable 
element of our representatives in Congress is imbued 
with the idea that our troubles are due to a shortage 
of money. Hence, what could be more simple than 
for the Government to issue some more currency? 
Yet the dangers of such a program of currency in- 
flation are readily apparent. We have seen the 
terrific consequences of monetary inflation in Germany 


and Russia in recent years. Even today the effects of 
England’s defection from the gold standard and the 
inflation which that step produced are before us. 
Prices in Great Britain have outrun salary and wage 
adjustments, and in the rising cost of living we have 
the real cause of present unemployment riots. This 
is inevitably so. The objective of inflation, i. e. a 
rising commodity level, is bound to be defeated by the 
inequalities in the resulting price rise and by unavoid- 
able maladjustments in the compensation for labor. 
In degree, this is as true of moderate or so-called 
controlled inflation as in the unlimited printing press 
operations which sank Germany in an economic abyss. 
Moreover, while present proponents of inflation have 
limited their plans to definite amounts of from two 
to five billion dollars—who can say that the movement 
once started could be stopped there? 

Already the supply of our currency is actually much 
larger than it was in 1929. We have in addition lib- 
eralized our money base by changes in the Federal 
Reserve Act and increased bank note currency. We 
have made strenuous efforts to increase the supply of 
that portion of our money that is far more widely 
used than actual currency, that is, bank money or bank 
credit. Have we not gone far enough, if not too far, 
for common safety? Any further money tinkering 
would dangerously threaten public confidence. Indeed, 
the most immediate effect probably would be a renewal 
of banking liquidation, a further shrinkage in bank 
money and, hence, an aggregate money contraction 
greater than ever. 


Theodore M. Knappen 
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ITTER neces- 
sity has long 
since forced 
the public to trim its spending into line with drastically 
reduced income. Being under no such imminent eco- 
nomic compulsion, thanks to the taxing power, poli- 
ticians have embraced retrenchment with stubborn re- 
luctance. The merest start has been made. Unfor- 
tunately, the evidence of the last year appears to sug- 
gest that intrenched bureaucracy is to a remarkable 
degree immune to public opinion, and nowhere is its 
disregard for imperatively needed economy more ap- 
parent than in municipal government. On the whole 
our large cities have far outrun the Federal Govern- 
ment in waste and extravagance. Where reform is 
in progress, the uninspiring fact seems. to be that it 
is the result of sheer and acute financial necessity, 
rather than the pressure of public will. Various 
municipalities have cut their budgets only upon run- 
ning into that blank wall which marks the end of 
borrowing power. Recent reduction of the budget of 
New York City is an automatic correction of this kind, 
leading banks having flatly refused to extend further 
credit. The ultimate task, however, can be left neither 
to politicians nor bankers. If representative govern- 
ment is to be justified, the job of house-cleaning is up 
to the voters, who must throw off their inertia and 
act. 


MUNICIPAL 
EXTRAVAGANCE MUST GO 


—, 


T is a curious fact that 
wheat and cotton monopo- 
lize the spotlight in most 
discussion of the farmer's plight. The chief reason is 
that both commodities have active, speculative markets. 

They figure prominently in the news. When our 
politicians talk of farm relief it is almost invariably 
in terms of wheat and cotton. And it is in these two 
markets that the major “stabilization” efforts of the 
Federal Farm Board have been concentrated—with 
disastrous result. If a city dweller could temporarily 
put out of mind these two overly-publicized crops and 
take a panoramic look at the whole structure of agri- 
cultural purchasing power he would probably be 

greatly surprised at what he found. Even at the prices 

of 1930, the latest year for which comprehensive off- 
cial figures are available, the wheat crop’s money value 
was only 393 millions and constituted only 5 per cent 
of our agricultural income. Cotton’s value in the same 
year was 748 millions and represented 9.5 per cent 
of agricultural income. The two together were ex- 

ceeded by milk, with a value of 1,422 millions, or 18.1 

of farm income; and by hogs, with a value of 1,126 

millions, cr 14.3 of farm income. The value of cattle 

in 1930 was more than twice that of wheat and sub: 
stantially larger than that of cotton. The lowly 
chicken, together with its yield of eggs, turns in almost 
as many dollars as cotton and nearly twice the income 
from wheat. Truck crops, potatoes and tobacco, com- 
bined, are worth more than cotton. In the main these 
unheralded providers of farm income have been left 
to work out their own price destiny, without govern- 


THE FORGOTTEN 
COMMODITIES 


mental interference. Is it coincidence that on the 


average they have fared much better than wheat or 
cotton? Apparently, the farmer does better with com- 
modities which are let alone than with those which are 
paternally stabilized by government efforts. 


—, 


HE effects of the recent 
Ottawa Conference are 
now making themselves 
felt in enlivening the tariff battle throughout the world. 
Canadian tariff walls have been adjusted to give pref- 
erance to trade with the United Kingdom and at the 
same time the United Kingdom will favor the products 
of Canada. Among the countries adversely affected 
are the United States and Russia. The Canadian mar- 
ket for various of our products is curtailed. As part 
of her bargain, Britain has renounced her former trade 
agreement with Russia. Coincidently, in an interlude 
of acute quota warfare with Italy, Germany announces 
to the world that she can pay her debts only in goods 
and that tariff walls must come down. This is the 
cry throughout the world. No nation is willing to 
lower its own barriers but expects others to do so— 
preferably the United States which, according to in- 
ternational wish should drop all tariffs and open its 
markets to world dumping. 


WORLD TARIFF 
PUZZLE 


—, 


CAPITAL CARCELY a week passes without 
REVISION bringing announcement of a plan of 

“capital revision” by one company 
or another. This is the natural aftermath of the boom 
era of expanded capital structures. In the main it is 
an adjustment of bookkeeping by which stated balance 
sheet valuations are reduced to conform to the actuali- 
ties now existing. Many are made legally necessary 
by purely technical provisions of corporate charters. 
In a majority of cases the writing down of asset items 
involves adjustment in the stated value of a corpora- 
tion’s stock. Such changes do not alter the actual 
equity of the shareholder unless dishonest management 
utilizes trickery in order to pay dividends out of sur- 
plus. Fortunately, such instances are rare. Yet in its 
very nature a formal admission of past error is hard 
to make, with the result that announcéments of capi- 
talization changes are all too frequently set forth in 
language not at all clear to the average stockholder. 
Even where the plan is sound and honest, it would 
be desirable for corporate management to explain it in 
frank and simple terms to the owners of the business. 


—=—, 


UR most recent investment 
() advice will be found in the 

discussion of the prospective 
trend of the market on page 10. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions elsewhere in this 
issue. Monday, October 24, 1932. 
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As i SCC L y —. By Charles Benedict 


Let's Do the Next Thing Next 


T is only those who have been disillusioned 
by life’s experiences and realize that noth- 
ing really matters, who can meet a situation 

like the present with equanimity. So far too 
many have been overwhelmed by their own 
difficulties, by disaster around them, by the 
faintness of the light which points the way 
out. It is only by being obliged to fight against 
odds that we are able to clear the way. At a 
time like this one’s mind cannot be filled with 
the recollection of suffering experienced or even 
of the pain of the present; but with what to 
do now. To look back, to worry about the 
present, means defeat. To look ahead, and to 
act now for the immediate future—means 
progress. We can clean up the debris when the 
fight is won. 

Today progress is being restrained because 
we are still living in the past. Every remedy 
applied is for the purpose of preserving or 
recalling those phases of the recent boom which 
are as obviously unsuited to the present as 
anything can possibly be. Very few really 
fundamental measures are being publicly ap- 
plied at present because conflicting interests— 
political, industrial, financial—are determined 
to hang on to the old status. 

So we pile debt on debt. 
Our surpluses grow over- 
whelmingly. Labor lan- 
guishes and suffers. The 
shackles of fear hold us 
bewildered and inert— 
waiting for what? For some 
fortuitous stroke of fortune 
to magically sweep away 
adversity and usher in pros- 
perity? That is vain hope. 
The progress of the world 
has never been marked by 
such miracles but rather by 
courageous conquest of its 
difficulties no matter how 
long the conflict has been. 
That which has always 
been demanded before is 
essential now—action—ag- 
gressive attack on the prob- eo 
lems at hand — personal Nesmith Photo 
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initiative. Nothing else can effectively rout 
the forces of depression. 

Too long have we waited for mass action 
under government leadership. We grow soft 
seeking recovery by legislative action or poli- 
tical panaceas. Prosperity has never originated 
in Washington and will not at this time, under 
any regime. It is born of the aggregate effect 
of millions of single efforts. Let each individual, 
each business, plan to meet its own problems 
under conditions as they are, not as we hope 
they will be. 

What little progress has been made thus 
far is mainly due to personal initiative by 
those who have been working to effect a 
reconciliation to current conditions—by in- 
dividuals in organizations who have placed 
their affairs in order—have adjusted their liv- 
ing to lessened income—and have accepted, 
without regrets, the simpler life and calmer 
tempo of pre-boom times. 

The underbrush is being cleared away. Let 
us fight our way out into the light! The time 
has arrived when men can approach their 
affairs with confidence of progress. Reason and 
common sense are once more returning. 

It is now that we 
must lay the foundation 
of a better existence one 
brick at a time and forsake 
the idea of accomplishing 
the tasks of our own and 
succeeding generations at 
one fell swoop. Those who 
come after us will have their 
own ideas of meeting the 
problems of their day. We 
cannot hope to solve them. 
We will have done our 
part if we build wisely 
today and pass on our 
institutions without fur- 
ther encumbrances of in- 
debtedness but refined by 
the fires of adversity with 
which we are currently 
struggling. 

Let’s look ahead —and 
do the next thing next! 








Political Uncertainties Give Evidence of Continuing After 


Election 


In Discounting This Prospect, Price Trend May Provide 
Opportunity for Long Term Commitments in Coming Weeks 


What’s Ahead of the Market? 


Sy A:T. 


HE approach of the national election finds the stock 
market without conclusive trend, public interest in 
speculation at low ebb and professional traders en- 

gaged in desultory experimentation as to a line of lease 
resistance which at this writing evidently is subject to quick 
and unannounced changes within a fairly narrow trading 
range. 

Only to those optimists who must trade every day is 
such a market of interest. It certainly throws little light 
upon the underlying position and still less upon the longer 
prospect with which investors are most concerned. More- 
over, perhaps contrary to a widely held assumption, there 
is scant reason to believe that the election will mark a sig- 
nificant turning point or that it will substantially reduce 
the number of major uncertainties confronting the market. 


The Surprise Element 


It is seldom that a long-anticipated event, merely in itself, 
vitally changes the market trend. The election, of course, 
may possibly produce a surprise, but speculation. concerns 
itself with probabilities, rather than possibilities; and as 
this article is written the probability generally accepted in 
Wall Street is that the election will result in a Democratic 
victory. 

If that is the case, it is difficult to see any logical basis 
for startling market repercussions. Not only has the con- 
viction grown that both candidates are inherently conserva- 
tive, but those who, rightly or wrongly, believe that the 
result is of economic importance have had ample time to 
adjust their opinions and investment operations accord- 
ingly. That they have done so in considerable measure is 
indicated by a current market level well under the Sep- 
tember high. 

Hence, there is scant reason to expect that the election 
will mark a magic turn in our affairs. It will remove an 
uncertainty which is now contributing to market inaction 
and indecision, but its passing is very likely to find us turn- 
ing to other major uncertainties, some of which are of 
vastly more economic importance than the question of who 
is to occupy the White House. 

After the election, the next landmark on the political 
road is the re-assembling of the present Congress in De- 
cember. With so short a space of time intervening it can 
be confidently predicted that public attention—and cer- 
tainly security market attention—will probably turn in the 
near future to prospective Congressional developments. 

Several such developments will undoubtedly be of t 
investment significance. Looming above all is the problem 
of a Federal Treasury deficit which is currently running 
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at the rate of 1,600 millions for the fiscal year. One may 
confidently feel that in relation to the resources of the 
country the cumulative Federal deficit to date in this de- 
pression is by no means disastrous, yet it is obvious that 
it can not be permitted to run on much further without 
becoming disastrous. The size of the deficit has been 
brought to wider public attention in the campaign. Bar- 
ring an early and dynamic business revival, it will no longer 
be possible to temporize and compromise on this problem 
without serious threat to the present improved level of 
credit confidence. 

The only courses open to Congress and the Adminis- 
tration are retrenchment and higher taxes. Considering 
the large proportion of fixed and irreducible expenditures, 
the most optimistic citizen could not at the outside hope 
for economies totaling more than 1 billion dollars. Since 
this would not cover the deficit now indicated, it is ap- 
parent that we must look for either larger or additional 
tax. impositions. 

Any expansion of Federal taxation of the proportions 
necessary will add to the burdens of business, and aside 
from the ultimate result the immediate effect of the 
necessarily protracted process of tax revision is to prolong 
business and financial uncertainties. It is not a matter 
on which instant and smooth cooperation between the 
present Administration and Congress is probable. 


Congressional Problems 


There is a widespread hope that prompt modification of 
the Volstead Act and the resultant taxation of beer and 
light wines will contribute toward balancing the budget. 
It would be dangerous for the country to rely heavily 
upon this, for no one knows what the actual revenue would 
be, nor when it would begin to flow into the Treasury 
in major amount. The general sales tax will undoubtedly 
come up for consideration and apparently has a better 
chance of being adopted than was the case last summer. 
Yet opinion is far from unanimous on this tax, and its 
opponents would be less than human if they failed to make 
counter-attack by a demand to “soak the rich” still further 
in income taxation. 

In short, the whole question of the Government's finan: 
ces—deficit, taxation, possible additional borrowing from 
banks which already hold half of the Federal debt of 20 
billions of dollars—is in the air and will not be quickly 
clarified. Let no one think the problem is out of place 
in a stock market discussion. Its existence is one of the 
chief causes of the extreme caution shown by the banks 
in extending credit, a caution much resented by Washing: 
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ton but one that will not be relaxed until the reasons for 
it are removed. As long as commercial banking policy 
is timid, business and the markets also are likely to be 
timid. 

Dangerous Nostrums 


These known problems, however, are not the only ones 
that we can expect Congress to deal with. There is a 
general uncertainty, of retarding business influence, in a 
variety of legislative nostrums already under advance agi’ 
tation. As prominent a politician as Senator Borah has 
already publicly advanced the ill-informed plea that what 
the country needs is more currency. Others in ‘Congress 
likewise lean to the seductive and always dangerous lure 
of monetary inflation. They are not likely to remain silent 
in December. The usual campaign for farm relief nostrums 
of one kind and another—this time with special reference 
to having the Federal Government put its shoulder under 
the farm mortgage burden—is also taking shape. 

As was the case at the last session of Congress, the ulti- 
mate danger of adoption of unsound legislation is perhaps 
not great, thanks to the President’s veto power, but, also 
as was shown last summer, the mere consideration of radical 
proposals is an important, if temporary, deterrent to busi- 
ness and investment initiative. 

Moreover, such gratification as is merited by the gradual 
and moderate business improvement exhibited in recent 
weeks must necessarily be modified shortly by the usual 
prospect of seasonal recession 


will be seen in coming weeks. While this possibility should 
be kept in mind, we think it desirable to point out that 
the time probably has come when any important decline 
in the prices of sound securities should be regarded as an 
opportunity for attractive long-term commitments rather 
than as occasion for fear. Our effort in recent weeks has 
been to guide our readers against premature optimism. 
While caution is still necessary, it should not be carried 
to the point of pessimism. 

What is to be watched for is the possibility, perhaps the 
probability, of a worth-while buying level in securities 
sometime during November or December, bearing in mind 
that the market no doubt will have discounted many of 
the more important uncertainties in advance of their clari- 
fication. It is upon this possibility that the facilities of 
THE MAGAZINE OF WALL STREET will be concentrated 
henceforth. 


Business Trend Hopeful 


The current business records are hopeful in the main. 
The improvements comes, of course, from a very low level. 
Accordingly, a substantial percentage advance still leaves 
most lines of endeavor at a decidedly unprofitable level, 
but the important point is that at least a start has been made 
in the right direction. 

Unfortunately, the most pronounced improvement is 
shown in the lighter industries, notably textiles. Revival 
in textiles and shoes is also accompanied by definite evi- 
dence of a moderately im- 
proved general trade demand, 





in most lines of industry 
toward the year-end. In- 
terest will turn from the 
question of how high the 
seasonal autumn advance 


will carry to that of how 


serious will be the following 
reaction. 

Actually, there is consid- 
erable reason to view this 
prospect with optimism. Re- 
gardless of the inevitable 
slowness of economic revival, 
both our general financial 
position and business itself 
gives reasonably convincing 
evidence that the low point 
of the depression was put 
behind us last summer. If 
this is the case, intermediate 
reaction—such as is certain 
to occur in any economic 
movement—may well reveal 
reassuringly resistant quali- 
ties in our present position. 

In any event, however, the 
fourth quarter of the year 
will prove an interesting and 
significant test of that po- 
sition, as it has throughout 
the course of the depression. 
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as shown by larger chain 
store and department store 
sales. This movement, while 
hopeful and possibly capable’ 
of spreading throughout the 
business fabric, must be re- 
garded with some reserva- 
tions. We-do not yet know 
to what extent it is seasonal. 
Moreover, it is logical to ex- 
pect that the wearing out of 
clothing, shoes and such ar- 
ticles of daily necessity 
should result in intervals of 
improved demand. The 
lighter industries have had 
lesser spurts previously in 
the depression, without in- 
dicating basic revival. 

The heavy industries show 
little change, with steel 
operations at approximately 
20 per cent of capacity and 
with the recent modest rate 
of increase in operations 
showing a tendency to flat- 
ten out. The automobile 
industry has dropped to an 
exceptionally low seasonal 
ebb in preparation for new 
models. Construction shows 
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would appear the part of 
prudence to defer commit- 
ments until at least a partial answer to this test is available. 

It would be fruitless to attempt to prophesy the possi- 
bilities of reaction in the stock market. Considering the 
uncertainties present in business and politics, the chance 
of major advance in the near future does not appear bright. 
Conversely, there is at least a possibility that lower prices 
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little impetus. The index of 
electric power output, if ad- 
justed to allow for expected seasonal gain, is not as im- 
pressive as the reported figures indicate and while not re- 
ceding is not far above the low of the depression. 

On the other hand, railway car loadings, a reliable 
reflection of the flow of general business, continue to make 

(Please turn to page 58) 
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Can the Various Nations of the Continent Overcome Their 
Nationalism Sufficiently to Lift the Barriers of Their Self- 


Imposed Trade Restrictions? 


Having Reached the Bottom of the Depression Abyss, 
Europe Looks Hopefully to the Future 


Is Europe [oo Sick to 
Recover Soon? 


By Joun C. Cresswiti 


N 1830 Carlyle was worrying about what the multiply- 
ing productivity of the still marvelous steam engine 
was doing to society. The future didn’t look too good. 

Six years later Herman Melville, an American boy who 
was to become a famous writer, seeing London, came 
upon—in an open vault in a narrow street— 

‘a motionless figure of a woman, with a dead baby at 
her breast, and two blue-skinned children clinging to her, 
‘slowly starving to death, starving, dying, finally passing 
out, with not a soul save Melville to offer succor, despite 
his pleas with constables and watchmen, until the stench 
of their dead bodies demanded their removal and the appli- 
cation of quick-lime to the spot where they had perished. 
A fine, prosperous world! A great, progressive civiliza- 
tion!” (“Herman Melville,” by Lewis Mumford.) 

A hundred years later Europe is going through the most 
trying economic dislocation it has known since Waterloo, 
but it is safe to say that nowhere on that continent has 
there been enacted such a tragedy as horrified Melville, 
but seemed to callous London to be an accepted episode 
of normal life. And yet a legion of writers have been 
declaring that civilization is prostrate and Europe on the 
edge of reverting to savagery. The text of a thousand 
discourses is, “Can Europe come back?” 

The truth is that Europe, despite the trials of the 
moment, is definitely better off than it was in the pros- 
perity of former times. Despite all the lamentations and 
all the prophecies of woe, despite ten or twelve million 
unemployed, despite a war that consumed 500 billions of 
wealth, despite the unimaginable difficulties of industry and 
commerce, the great machine of civilization everywhere 
functions and even the workless live better than the full- 
time workers of a hundred years ago. And still people 
ask “Can Europe Come Back?” Even while they ask, 
Europe is coming back. 


No Danger of Revolution 


In the first place Europe has definitely rejected com- 
munism. In the midst of trials which might well have 
tempted to bloody revolution western Europe has refrained 
from destroying itself. The whole fabric of its industry 
and commerce remains intact, even if limping in its func- 
tions. The physical wounds of the World War have been 


healed and the continent is potentially more productive 
than it was before, notwithstanding the multitudinous eco- 
nomic dislocations left by the war and its aftermath. On 
top of them came the cyclical collapse. The coincidence 
dealt the Old World a staggering blow, but like many sor. 
rows it is proving a blessing in disguise. Had the agony 
been less intense the economic machine might have been 
merely temporarily patched up. As it is, profound reorgan- 
izations and readjustments are going on within all the 
states and forces are at work that will re-establish the 
equilibrium of the whole region. 


Facing the Realities 


Europe is beginning to recognize that it is interdependent: 
and the intense economic nationalism that followed the war, 
and was accentuated as a first-aid remedy for internal dis- 
orders in the first years of the depression, is giving place 
to the recognition of the realities. The continental view is 
slowly displacing near-sighted nationalism. It is being 
everywhere recognized that while a continental nation like 
the United States or Russia, or a world empire like 
Britain’s, may live to itself, in large measure, no European 
nation can be prosperous with self-containment as its ob- 
jective. The economy of all the great nations as well as 
that of the small nations of Europe has been built up 
during a hundred years on mutual and foreign markets. 
There has been a great national division of labor. And 
the experiences of the last few years are demonstrating that 
expansion of domestic trade offers no substitute for inter- 
national trade. This consciousness is very slowly permeat: 
ing political as well as economic thought. 

The memory of the World War and all its bitternesses 
and hatreds are softening in the face of the common woe. 
The disposition is growing in all the chancellories of Europe 
to forget the past and face the present. The most im 
pressive illustration of this fact is found in the softening 
attitude of France. Lausanne marked an epoch. The 
world does not yet appreciate the significance of the fact 
that France at Lausanne gave up nine-tenths of what it 
has stood for like a rock for fourteen years. 

The bristling reparations question is virtually settled. 
A dispute that kept Europe in turmoil year after year, 
in good times and bad, is relegated to history. Germany 
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no longer faces the necessity of working itself to death 
to pay a preposterous fine. Lausanne marked the recognition 
by the World War powers of the necessity of dealing with 
realities, of the lunacy of insisting on agreements, treaties 
and penalties that are impossible of fulfillment. Step by 
sep Germany is regaining full sovereignty and national 
equality. Of the end there is now no doubt, the only 
question is of how rapidly it may be reached. 

Politically Russia is no longer a menace to western 
Europe, either militarily or by the penetration of subversive 
doctrines. Neither is it any longer to be held up as a 
millennial land. Its troubles are multiplying as those of 
Furope dissolve. 


Recognition of Common Interests 
Throughout Europe neighboring nations are frankly 


recognizing their interwoven interests. Regional trade 
agreements are being established or are contemplated. Bel. 


| gium, Holland and Luxemburg have entered into a re- 


ciprocal trade agreement, so have France and Belgium. 
Following Lausanne, began the work under international 
auspices of straightening out the tangled economic affairs 
of the Danubian region, which promises ere long to re- 
store much of the economic unity that prevailed under the 
Austro-Hungarian Empire. There is a growing disposition 
to recognize that the heroic measures in restriction of trade 
taken since the economic crisis set 
in are merely a bitter medicine, 
presently necessary to preserve life 
but in no way a substitute for in- 
ternational trade. 

While only partly a European 
affair, the Ottawa conference, re- 
sulting as it did in a readjustment 
of tariffs within the British Em- 
pire bids fair to contribute to an 
improvement of business in Europe 
if it helps British trade anywhere 
near as much as it is expected to. 
While superficially it may be re- 
garded as a sort of move toward 
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self-containment, it must be remembered that it embraces 
a large part of the world. It emphasizes in that area the 
idea of give-and-take in trade. If it hastens the recovery 
of England it is bound to stimulate economic revival in 
Europe despite the new British tariffs that were a pre- 
liminary to it. Incidentally it has necessitated the abroga- 
tion of the trade agreement between England and Russia. 
This may seem like a backward step but it may serve to 
bring Russia into a general European trade concert. 


Strong Governments in Vogue 


The international political chaos is dissolving as strong 
governments rise in Europe and those that were strong 
consolidate their power. England is now firmly in the 
control of the Conservative party. ‘The gradual dissolu- 
tion of the National government and its conversion into 
a Conservative government may seem retrogressive, and as 
one presaging the return of a purely partisan condition; 
but in any event England seems assured of some years of 
a strong government, with definite policies and the capacity 
to carry them out. 

The moderate and liberal Herriot government in France 
seems well entrenched in power. 

Germany seems definitely to have passed into the hands 
of a strong “authoritarian” government, constitution or no 
constitution; Hitlerism appears to have passed its apex. 

, In Italy the hard but efficient govern- 
ment of Mussolini is well entrenched 
and entirely capable of dealing with all 
internal difficulties. Pilsudski still holds 
Poland in a firm grip. The era of in- 
ternal tumult in the Danubian region 
seems to be well over. 

International political relations are 
much improved. The German threat to 
re-arm has not greatly disturbed Europe, 
which discounts it as a domestic politics 
gesture, and is at the same time work- 
ing toward a general progressive dis- 
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armament plan that will ultimately give Germany all that 
she wants. Reduction of armaments is considered a sine 
qua non, moreover, of composition of the political debts 
to the United States. The debtor nations are intent upon 
freeing themselves from a burden which has been made 
heavier by their forgiving of reparations, and they are 
getting ready to meet the price they will have to pay for 
American consideration. The specter of another war, 
while present, appears less as an immediate menace, perhaps 
fading away. 


Paving the Way for a New Deal 


While there may not be much to note in the way of 
statistics indicating a positive improvement in industry and 
commerce it is acknowledged that readjustments have 
progressed so far that there is now a sound base for rearing 
a new trade structure. The equilibrium of world trade 
has been largely restored by the drastic process of curtail- 
ing imports. In this way the foundations of revived trade 
are being painfully but solidly laid. 

Nations that found unfavorable balances of trade were 
sapping their gold supplies or exhausting them, in making 
international settlements, went to heroic lengths to restore 
the balance by restricting or even embargoing imports. They 
are now generally getting into a position where they will 
be able to increase imports, without imperilling their 
finances or impeding their recovery. 

The conversions of the government bonds in France and 
England into lower-interest obligations not only demon- 
strated the financial strength of those countries but sub- 
stantially reduced public expenditures. For the time being 
the problem of Germany's private short-term indebtedness 
abroad has been disposed of. 

Unemployment is decreasing in Germany, largely due 
to the premium put upon private initiative by additional 
remission of taxation, employment is increasing and is 
counted upon to stimulate the business revival. This 
measure, accompanied as it is by freedom of employers to 
reduce the rate of wages as they increase production and 
the number of their workers in response to reduction of 
the tax burden, has infused new life and enterprise into 
German industry. It is now possible to expand employ- 
ment and improve profits without raising prices. This 
enables Germany to export her manufactured products on 
favorable terms. It is true that she still continues to re- 
strict imports, but this is regarded as a temporary measure 
and also as something of a club to enforce her demand 
on creditor nations to reduce their 
tariffs. Aside from tariff reductions the 
Germans are encouraged by the fact that 
raw material supplies are low and that 
an increase in German production— 
now counted as assured—must create 
demands upon the raw material countries 
at better prices. In these countries there 
is, after years of dearth, a growing need 
for importations of manufactured goods; 
which are becoming feasible, owing to 
the general improvement of the inter- 
national monetary situation. Germany 
is the outstanding industrial country of 
the continent, and her normal trade re- 
lations with her neighbors are so ex- 
tensive that any improvement in her 
position is bound to be reflected in theirs. 

France, which was the last great nation to 
be affected by the depression is possibly still 
slipping economically, but its condition has 
never been relatively bad, and its strong 
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financial position will enable it to respond promptly to 
improved external conditions. Italy has not suffered in- 
tensely from the depression, and its administration by 
Mussolini as an economic unit had kept it fit and ready 
to participate actively in the expected general revival. 








Europe and the United States 





With the disappearance of the European fear of a col- 
lapse in the United States fear of another financial panic 
in any part of Europe has disappeared. The elimination 
of this fear has been accompanied by a growing belief in 
Europe that the United States has turned the corner. Not- 
withstanding its high tariff system the United States when 
prosperous is a liberal buyer of manufactured goods from 
Europe as well as of certain foodstuffs and raw materials 
from countries which are extensive consumers of European 
products. Any improvement of business in the United 
States will be promptly reflected in Europe. And it is 
there considered entirely possible for the United States, 
owing to the enormous capacity of its home market and 
the great extent and variety of its products, to take 
the lead in world revival. Incidentally, Europe is watch- 
ing the American political campaign with mixed emotions. 
Inflation is an ogre in Europe, which it has kept away 
from through all its-troubles of the last three years, and 
there is some disposition to fear that a Democratic triumph 
might be followed by currency inflation in the United 
States. On the other hand Europeans are longing for 
broader markets in the United States and a Democratic 
victory would be regarded by them as indicating a lower 
tariff regime here, which would also have the merit of 
setting the world an example. 

But the fact remains that it is Europe’s own endless and 
various trade barriers and restrictions that are the chief 
artificial impediment to her recovery. She still prefers, 
on the whole, to hold every inch of her several home mar- 
kets. If the United States would obligingly lower its tariffs 
the nations of Europe might hope to continue to keep each 
other out of their own preserves and yet find outlets for 
their surplus production. They are evidently not yet eager 
to practice the doctrine they so eloquently advocate of in: 
creasing imports in order to expand exports. They are 
still wedded in practice to the idea of monopolizing the ex- 
ports and leaving the imports to somebody else—preferably 
Uncle Sam. Besides, that would have the additional merit 
of redistributing the United States gold hoard! 

Regardless of tariffs, however, Europeans feel that any 
gain in prosperity in the United States 
will be reflected in greater purchases 
from Europe. 

The recent drop in the pound Sterling 
is causing some alarm, as it threatens to 
upset the present status of readjustment 
to exchange rates. If it simply represents 
the withdrawal of governmental peg: 
ging of the pound, preliminary to a re: 
turn to the gold standard on-a reduced 
gold content of the pound, the tem: 
porary difficulties will be endurable. 

On the other hand it is more ominous 
if the report is true that withdrawal of 
support by British Exchange Equaliza: 
tion Fund arises from a depletion of this 
fund. Such a development might delav 
resumption of the gold standard which 
is now almost universally desired. The price 
inflation which has attended the departure 
from the gold standard and the attendant 

(Please turn to page 62) 
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How Strong Are Our National 


Finances? 


By Joun D. C. WELpon 


Is Confidence in a Fundamental Turn Justified on 
the Basis of: 


Our Gold Position 
Bank Reserves 
Commodity Prices 
Investment Bond Levels 
Money in Circulation 


HERE is a growing confidence 
ih that the bottom of depression 
has been seen and that the slow 
processes of economic recovery are now 
definitely at work. Evidence of a 
basic change is varied and confused. 
Industry and commerce show only 
slight gains and the ultimate sig- 
nificance of these is left in doubt by 
purely seasonal factors. In short, the 
current industrial records provide de- 
cidedly inadequate data for even a 
rough estimate as to either the im- 
minence or the scope of whatever re- 
vival coming months may hold in store for us. 
But there is another way of appraising our situation. 
Decline in business activity and profits is merely a reflec- 
tion of underlying forces. It is to these forces that any 
long-range analysis of economic prospects must turn, for 
when major correction has clearly been accomplished we 
may safely take an eventual business improvement for 
granted, regardless of the unpredictable time lag involved. 
Looming large among the complicated forces of depres- 
sion has been the inexorable deflation of credit, directly 
related to the tremendous deflation of commodity prices. 
These essentially financial factors contributed most posi- 
tively to the undermining of public confidence. Conversely, 
tangible improvement in 


Interest Rates 
Federal Financing 


this may well be taken as a starting 
point of current analysis. 

It is apparent that the advance in 
the average level of commodity prices 
since June, of which approximately 
half has now been lost in reaction, was 
essentially speculative in character. 
The point is unimportant, for such 
speculative exaggeration of a basic turn 
is a familiar characteristic of organized 
markets. The significant fact is that 
the basic downtrend of prices has been 
halted in such manner and over such 
a period of time as to suggest an ap- 
proximate cessation of the major forces of deflation. 

Opinions differ widely as to the prospect of an impor- 
tant advance in commodities in coming years. Conjecture 
on a prospect so far out of touch with currently available 
economic data is useless. Our tangible basis for optimism 
is that the process of major price deterioration has halted 
and that this carries with it the logical promise that the 
price movement in coming months should on the average 
be at least no worse than a lateral one. 

It is this flattening out of deflation which relieves the 
pressure upon public confidence and upon the credit struc- 
ture and which, by providing a stable base for the first 
time in three years, greatly enhances the ability of business 
to adjust itself to new 





what may be conveniently 
summed up as “the finan- 
cial position” has been the 
chief foundation for in- 
creasing confidence in re- 
cent months. 

However slow economic 
revival may be, it is ob- 
vious that the first step is 
the cessation of the down 
hill journey. There is 
convincing evidence that 
this step has been taken. 
Since the commodity price 
movement may be taken 
as the simplest indicator 
of the course of depres- 
sion and since it is im- 
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levels. 

There is no need of 
conjecture as to precisely 
what brought about this 
change. It can be called 
neither wholly natural 
nor wholly artificial. 
Whatever the relationship 
of cause and effect, it is 
of interest to observe that 
in recent months demand 
deposits and reserve bal- 
ances of member banks 
and commodity prices 
have followed an approxi- 
mately similar pattern of 
movement. There is con- 
siderable reason for be- 
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mer when for the first time the Federal Reserve System 
exercised its credit-relieving power to a major degree in 
its open market purchases of more than 1 billion dollars 
of Government bonds. There is no reason to believe, how- 
ever, that this relief was belated or that it could have suc- 
ceeded had it not been timed with proper relation to the 
natural deflationary correction already accomplished. 
Improvement in credit is both reflected in and accelerated 
by a variety of subsidiary factors. Among the most im- 
portant of these is the consistent enlargement of our 
monetary-gold supply, perhaps the one item to which pubic 
sentiment is most responsive. At this writing the gain 
since June 15 from imports and release of ear-marked metal 
held here for foreign ac- 
count has amounted to 


responding time in 1931 when confidence was declining. 

It cannot, of course, by any stretch of the imagination 
be said that a dynamic credit expansion is under way. Both 
bankers and business men remain cautious. Time will be 
required for credit improvement to penetrate throughout 
the entire business fabric, but it can be said that the banks 
are at least somewhat more willing to extend new credit 
and less pressing in their collections or liquidation of old 
debts. 

Improvement is especially striking in the case of the New 
York City banks, whose position in relation to the bank- 
ing structure as a whole is of commanding importance. 
Excess reserves of these institutions were $30,000,000 early 
in July, $117,000,000 at 
the close of July and at 





slightly more than $300,- 
000,000. This makes up 
the greater part of the loss 
of $487,000,000 between 
April 6 and June 15 
when panic was rife and 
European distrust of the 
dollar was at its height. 
Moreover, it makes up 
considerably more than 25 
per cent of the aggregate 
export of $1,106,000,000 
of gold between Sept. 15, 
1931, and June 15, 1932. 

It need hardly be said 
that the favorable gold 
flow of recent months 
greatly expands our base 
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this writing are $190,- 
000,000. Moreover, de- 
mand deposits were 
shrinking at the rate of 
$33,000,000 a week in 
June, slowed down to 
$9,000,000 weekly in July 
and thereafter turned up, 
the recent rate of increase 
having been approximate- 
ly $37,000,000 a week. 
Reflecting these easy 
money conditions, which 
prevail also in the lead- 
ing foreign markets, in- 
terest rates have fallen to 
virtually unprecedented 
lows. Call money rates, 








—1929-~ 1930 


of potential bank credit 
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and provides the most 
readily accepted stimulus 
of public confidence. Regardless of minor variations in 
the size and direction of the gold flow this winter, the 
maximum possibilities of loss appear to be behind us for 
the simple reason that Europe has already withdrawn the 
major part of the balances that were in our keeping. Re- 
maining foreign balances are not believed to be importantly 
above the total essential for actual commercial needs. 

Currency circulation, after mounting to a new peak early 
in July, has turned definitely downward, although the re- 
turn flow of funds to the banks is disappointingly slow as 
compared with the rapid upbuilding of our gold supply 
and although the movement has been at least temporarily 
interrupted at this writing, possibly due to the approach 
of the season of political uncertainty. Given the probable 
continuance of present trends, there is every reason to 
assume that hoarding of currency will further diminish 
and that at some point the return flow of money to the 
banks may assume substantially greater momentum. If 
and when that occurs a veritable glut of idle credit will 
exist and the Reserve System, now passive in its open mar- 
ket operations, would no doubt utilize the opportunity to 
withdraw, through sale of Government issues, artificial 
credit support no longer needed. 





Mounting Influenced by the combination of increasing 
gold supplies and declining currency circula- 
Reserves tion, pressure upon the banks has relaxed 


and their excess reserves have mounted to 
an exceptionally high level. At present the reserve deposits 
of member banks with the Reserve Banks amount to 
$2,284,000,000, an increase of more than $400,000,000 
from this year’s low and $7,000,000 more than at the cor- 


16 





cent and far out of line 
with actual conditions 
have been cut to 1 per cent. Time money rates are at 
an all-time new low record, 90-day funds being offered at 
1 per cent with 3% of 1 per cent bid. Short-term United 
States Treasury issues are quoted at premiums which in 
some instances exceed the interest yield to maturity. 


As a notable part of the general financial 
gain, the bond market has experienced a 
major recovery, the appreciation of issues 
listed on the New York Stock Exchange 
alone since June having been more than $3,000,000,000. 
This is a clear indication that panic fear has vanished, but 
it as yet falls somewhat short of suggesting a dynamic re- 
covery of investment confidence. It is true that a limited 
number of gilt-edged bonds are at new high prices for 
the year, but this can hardly be said to reflect enthusiastic 
demand, for, in relation to the enormous volume of idle 
funds available for investment, prevailing prices are low. 
Continued investment caution also is reflected in the ab- 
sence of any substantial volume of new offerings. 

In summary, our financial position, then, is favorable. 
The condition of abnormally low interest rates and abnor- 
mal accumulation of idle capital, which always in the 
past has necessarily preceded dynamic business revival, is 
in our favor, even though numerous other economic factors 
will have to determine the timing and scope of the in- 
dustrial recovery for which a base has now been 
prepared. 

However much reassurance we may take in the cessation 
of deflation and the relaxation of financial pressure, 
this change is by no means prophetic of an early credit 
(Please turn to page 56) 
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Life Insurance Comes 


Through 


Leading Companies Prove Rock of Security in Depression 


By THropore M. KnNapPEen 


HE great and terribly fatal influenza epidemic of 
1918-19, with its chief inroads on the flower of the 
nation’s manhood, in the third decade of life, demon- 

strated the value of life insurance in a national way as a 
protection against the uncertain tenure of human life. The 
present assault of economic depression on the life of busi- 
ness has demonstrated its supreme economic value. As 
in the influenza epidemic it proved of untold value in 
preserving the social structure, so now it is proving itself 
of incalculable value in preserving the economic structure. 
It is the boast of the life insurance companies that in- 
surance is the only form of investment that has been vir- 
tually unaffected by the unprecedented economic hur- 
ricane of the last three years. Not only that, but it has 
proved a tremendous support for investments. 


All Demands Met 


In the three years of 1929, 1930 and 1931 the life in- 
surance companies paid out in loans to policy-holders, in- 
cluding premium notes, the great sum of 1,370 million 
dollars. At a time when banks were failing by the thou- 
sands and other sources of means to meet the abnormal 
requirements: for personal credit were enormously cur- 
tailed, if not entirely stopped, the insurance companies 
promptly met all demands for emergency relief without the 


as an insurance of life. Moreover, the: economic value of 
the normal death payments of more than 2,500 million 
dollars during the same three-year period is incalculable. 

While life insurance as an investment per se is not a 
substitute for other forms of investment it has the merit 
of being a sort of compulsory investment, which builds 
up a protection for them as well as against their failure. 
The imperative need of maintaining life protection, once 
undertaken is a powerful incentive to saving. Premiums 
must be paid or the benefit from those already paid is im- 
paired. 

The economic value of life insurance is not only in its 
individual relief. It has a public value in that it creates 
a great momentum of saving and the accumulation of in- 
vestment capital. 

As a general statement it may be said that the life in- 
surance companies have met the abnormal demands upon 
them during these three years without sacrifice of assets. 
Their current receipts from their premiums and from their 
other income have been sufficient to meet all their ex- 
penditures. They have not, as a group, been compelled 
to draw on their investments. 

While figures are not available for all companies for 
the period from August 1, 1931, to August 1, 1932— 
the blackest twelve-month of the depression—40 of the 
leading companies, having 82 per cent of the total admitted 

assets of all the 





























slightest hesitation. 
The records of the een an ine eee ——————— United States legal 
companies show that reserve | companies, 
a large proportion of Some Statistics of the Life Insurance Colossus* actually increased 
these loans went to their assets during 
support and salvage _ 1929 1988 that period by 645 
investments which ae aie alma a _ oe million dollars. The 

; New Premiums ............ $362,000,000  $391,000,000 ——_$379,000,000 : 
would otherwise have Renewal Premirsns ......... 3,116,000,000 —-2,860,000,000 2,658, 000,000 only item of assets 
been lost pending Death Losses . ............ 915,000,000 808,000,000 706,000,000 that showed an im- 
business recovery. An Dividends on Pulicies ...... 585,000,000 513,000,000 466,000,000 portant decrease was 
enormous amount of Surrenders, Lapses, etc..... 861,000,000 448,000,000 369,000,000 mortgage loans par- 
what is ordinarily Total Expendit'res ........ 3,538,000,000 2,882,000,000 2,548,000,000 ticularly on farms. 
bank credit was taken pret RROOMND © westces nates gamer ens poss 28 ype a The latter shrunk by 
4 1) ', ’ ’ ’ ’ '; Hy | 
~<a by sgt swoon Policy Loans ana Prem. Notes 3,369,000,000 2,379,000,000 2,000,000,000 ve ie i —— —— 
mphtaes,  STequensy Real Estate Miges. ........ 7,652,000,000 7,297,000,000 —«6,761,000,000 SDE” OSDEE FCM: COS 

at the direct sugges- NE sigh innaa coon 6,724,000,000  5,924,000,000 5, 777,000,000 loans by 10 millions. 
tion of banks to pa- RE Se uk kote 517,000,000 356,000,000 283,000,000 The total real estate 
trons. Total Insurance ........---- 90,611,000,000  85,244,000,000 —_78,520,000,000 mortgage _ shrinkage 
As a result, it is fIndust, Insurance .........- 18,274,000,000 — 17,901,000,000 + 16,685,000,000 was only 1.4 per cent 
predicted by insur- ¢New Business ........-..-.- 12,379,000,000 14,529,000,002 —15,961,000,000 of the total of 6,350 
ance authorities, that Total Admitted Assets ..... 20,100,000,000  17,482,000,000 —_15,961,000,000 catilinns. .' The. shtink: 
lif . rence will * Adapted in round numbers from 1932 Year Book of The Spectator Co. age was lar gely due 
come into new popu- + Not included in total. + Ordinary and group’ only. to foreclosures as well 
larity as an insurance as to caution in mak- 
of investments as well ing new loans. The 
17 
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former is largely reflected in the increase of 170 million 
dollars, or, approximately 42 per cent, in real estate hold- 
ings. Holdings of bonds and stocks actually increased in 
value by almost a hundred million dollars. Miscellaneous 
assets fell off 71 millions; but cash on hand increased by 
31 millions, or 19.4 per cent, and U. §. Government bonds 
—the nearest equivalent of cash—by more than 20 million 


dollars. 
This showing would 


months the total of new business written decreased 154 
per cent from the amount written in the corresponding 
period of 1931—or almost 1,300 million dollars. At the 
same time, the fact that the nation was still able to take 
on more than 7 billion dollars of new insurance in those 
nine hard months is comforting. It is surprising that new 
industrial insurance decreased only 7.3 per cent, and pain- 
fully disappointing that group insurance decreased, 22.6 

per cent. It is a reflec 





not have been so good if 
the insurance companies 
were not authorized to 
enter their bonds at their 
amortized instead of their 
current market value. But 
that is one of the reasons 
why the insurance com- 
panies maintain that the 
value of their policies is 
in no way affected by the 
depression. Their bonds 
are not bought specula- 
tively but for the interest 
they yield and in the ex- 
pectation that they will be 
paid at maturity. So long 
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ee tion of the straits of busi- 
ness when it reduces its 
group insurance. But 
there is an encouraging 
side to these 1932 figures, 
which will be pointed out 
later. 

Some companies have 
seen their policy loans fall 
below premium receipts 
some have even seen them 
crowd or exceed their 
gross income. This latter 
situation is true rather of 
new, smaller and some 
stock companies than of 
the old, larger and mutual 
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as bonds pay interest and 
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companies. It is to such 





meet their maturities what , 
~ happens to them in market quotations is of no practical 
concern to the companies. Stocks, of course, have to be 
listed at their approximate market values, but they are only 
a drop in the bucket of total assets of around 20 billions, 
being for all United States reserve companies only half a 
billion dollars. 

It is at once a demonstration of the prudence with which 


life insurance policies have been written (despite the fierce 
competition between companies for new business) and of 
the economic strength of the nation that premiums on 
existing policies totaled 85 million dollars more in 1931 than 
in 1930. New premiums declined only from 385 million 


to 363 million dollars. And these figures are not for the 
forty companies but for 342 companies in 1931 and 352 
in 1930. 

Even at the end of 1931 this large number of companies 
showed a total increase of insurance in force of about a 
billion dollars, that is, from the stupendous total of approxi- 
mately 89,600 million to 90,600 million dollars. By way 
of illustration it may be said that these sums represent 
about a quarter of the estimated national wealth in 1929— 
and very much more now. 

It must not be imagined that the life insurance com- 
panies have been free from worry during these years of 
distress. They have been concerned lest the mounting loans 
to policy holders might exceed the premium, and even the 
total, income. This has been especially true during 1932, 
when the demand for loans has increased as the accumu- 
lated financial strain has affected more and more policy 
holders, while new business has been falling off; and old 
premiums have been declining, due to a marked increase 
in lapses and surrenders of policies. This item was about 
400 million dollars more for all reserve companies—as a 
whole—in 1931 than in 1932, and has doubtless been pro- 
portionately greater so far this year than last. 

The latest insurance statistics we have concern the new 
business written during 1932, up to September 30, by 44 
companies, representing 81 per cent of the total volume of 
outstanding life insurance in the United States. These 
figures, published by the Association of Life Insurance 
Presidents, show how hard the accumulated strain is bear- 
ing on the financial resources of the public. In the nine 


18 


companies, although com: 
plete data is lacking, that the Reconstruction Finance Cor: 
poration has been of assistance. Through that assistance— 
which, including fire companies totals $80,000,000—they 
have been spared the necessity of sacrificing assets to meet 
the present emergency. There have been no failures of im: 
portance. For the reserve companies, as a whole, total in. 
come even in 1931, exceeded total outgo of every descrip. 
tion by around 1,300 million dollars, as compared with about 
2,900 millions in 1929. 

There has been something of a “run” on the life in 
surance companies, but how much cannot be estimated. It 
is known that some fearful policy holders have either sur: 
rendered their policies and taken the cash value or have 
borrowed to the utmost from the same motives that have 
caused withdrawals of bank deposits and hoarding. Short, 
however, of an absolutely complete collapse of the whole 
financial structure of the nation anything like a general 
run is absurdly impossible. There is little use in discussing 
what might happen to any group of institutions if the 
United States should go into universal bankruptcy. The 
fact that millions of depositors, as it were, have continued 
to put their money into insurance companies in face of 
the great increase in loans, shows that there is no panic 
spirit of importance in the attitude of the public toward 
insurance. 

Withdrawals have been overwhelmingly the result of 
dire necessity, regretted as much by the borrowers, sur’ 
renderers and lapsers as by the companies. In a strictly 
asset sense increases in policy loans are not deplored by 
the companies, for the safest loan is one on a policy, as 
the company actually has in its possession the assets to 
cover the loan. Such loans are deplored because they im 
pair the volume of protection against death, but on the 
other hand they arm the living against the vicissitudes of 
life. They also give new emphasis to the value of life in’ 
surance for the insured’as well as for his beneficiaries; and 
the present reliance upon them will lead to a greater ex 
tension of this form of protection against life and death. 
Temporarily, the insured benefit at the expense of the 
beneficiaries—and this may be enduringly so, for the tend: 
ency is to carry an insurance loan automatically with the 
policy rather than to reduce or pay it off. On the other 
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suicides of policy holders. 
poor risks to seek insurance. 
suicide rate has increased most markedly in the industrial 
group, there has been a pronounced increase in suicide 
among the holders of large ordinary life policies. There is 
said also to be marked increase of death losses which may 
In the case of some of the smaller com- 
panies the sudden increase in deaths of large policy holders 
due to suicide or possible suicide is stated to be one 
of the reasons why they have appealed to the Reconstruc- 
tion Finance Corporation for help. These considerations 
are leading to unusual care in accepting risks, and that 
doubtless contributes to the falling off in new policies. 
More care is also exercised than ordinarily in respect to 
consideration of the applicant’s ability to carry so large a 
While some of the increased 


be due to suicide. 


policy as he may desire. 








hand, the assistance the insured gets from a policy loan 
in life is shared with the beneficiaries. Such loans have 
been the means in millions of cases of keeping the family 
intact and afloat. 

Again, this crisis has emphasized the social as well as 
the individual benefits of life insurance. The policy of the 
great companies, secure in their own existence, and deriv- 
ing their billions of investment funds from the masses of 
the people, has been one of forebearance as creditors. With- 
out pressure of financial menace to themselves, and con- 
fident in the ultimate security of their investments and of 
eventual business revival, they have been prompted to 
pursue a policy which would save equities for their mort- 
gage borrowers wherever prudent to do so. The handling 
of over-due mortgage indebtedness in most other hands 
would be distressingly drastic and destructive. 
panies are desirous, of course, of maintaining their policy 
dividends, but that desire is not so pressing as in the case 
of purely profit-making institutions, and they can take the 
larger and longer view. Policy dividends have suffered. 
Incidentally, speaking of real estate mortgages, the insur- 
ance companies express no concern about them. Even 
foreclosure rarely results in loss. The companies can take 
their time in realizing—and the proportion of their invest- 
ments in them has gradually increased for the last 26 years. 
As with bonds, the companies are not so much concerned 
with liquidity at any given moment as with the probability 
of eventual realization. As to the general care and prudence 
with which insurance companies have administered their 
investments, it is notable that according to the statistics 
of the Spectator Co., 100 companies, even in 1931 enjoyed 
an average yield from their investments of 5.23, as com- 
pared with 4.67 for 28 companies in 1906. 

A disquieting, although minor, feature in life insurance 
developments of the hard times has been the increase in 
There is also a tendency for 
It is said that while the 


The com- 


suicide rate is doubtless due to the insured’s desire to rescue 
his family from impending financial disaster, much of it 
is due to his prevailing spiritual and mental depression. 
Life seems not to be worth living. 

The latest statistics of life insurance above mentioned— 
relating to new business in 1932—while making a poor 
showing for the first nine months of 1932, compared with 
the like period of 1931, contain an indication that the 
worst is over. And, if for life insurance, presumably for 
business in general. This indication of business improve- 
ment is found in the fact that September new business 
shows the smallest decline—compared with the correspond- 
ing month of last year—for any month of 1932 since 


February. 


cent; in August, 20.5 per cent. 


In May, June and July it was around 23 per 


Individual companies re- 


port that similar gains are found for September in all the 
indices of insurance progress, viz., relative falling off of 
policy loans, cash surrenders, lapses of policies, delinquent 
interest, and foreclosures, and increase of “production,” 
that is, new business. On the basis of these indices some 
insurance executives are emphatic in the opinion that the 
low point of the business depression has been passed. 
While the life insurance companies as a whole have 
demonstrated remarkable stability and immunity to both 
the temptations of boom years and the trials of lean years, 
some concern is expressed for the effects of possible de- 


velopments among the weaker ones. 


Even cautiously en- 


larged permission to invest in stocks did not swerve many 
companies from their conservative attitude to any extent. 
Foreign companies have been more prone than American 
companies to put their funds into stocks, not always being 
under such compulsion as American concerns. It is realized 
that if any large foreign company, which may have im- 
paired its soundness by incautious investments, should be- 
come embarrassed the effects on other companies would 
not be salutary if it had a large volume of United States 


business. 


In conclusion it is important to note that the propor- 
tion of the national income going into life insurance dur- 
ing the present depression approaches three times what 
it was in the depression of 1921, the total amount of in- 
surance carried now being 2.25 times as great as eleven 


years ago. 


That such a backlog must have contributed 


greatly to absorb the impact of these profitless years is 


self-evident. 


No doubt every reader has encounted in- 


stances where the insurance reserve has been a life- 
saver to individuals and to business enterprises. No other 
nation has been so well armed as the United States in this 


respect. 


Our devotion to life insurance has been at once 


an incentive to saving, to the protection of the family and 


the estate, and a reinforcement of investments. 
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Selected Significant Data Regarding Individual Life Insurance Companies* 
as of Dec. 31, 1931 (000's omitted) 


Policy 
Company Loans Prem, Income Total Income 
PS: Ci. ded es yikwse cena suwmaus waanegeene $66,222 $80,583 $102,630 
IIS icine ccuscavee nts bese. eesmeeas 269,240 279,098 362,068 
SE NN BE. in 55.6 acaisad 2006 5 oes bale 79,310 126,533 157,004 
MROUREINEEE OE oo cere'r es tpocstcosece’ iaes 389,953 706,418 884,362 
PRIN BAO isk vicccee sc ccaevscsteccdseecc’ 200,594 173,342 233,629 
Wey Tewtt Tile esc cccscvscscccccsevscese 353,483 291,980 400,142 
Northwestern Mutual ...........+.sseeeees 205,992 130,255 190,461 
WAMERG DEGRA aig cc o.ccc ccnvasccsccccccceds 85,401 28,581 $9,821 
ee reir rir iris 27,593 23,844 33,736 
Provident Mutual ..........cecccccccseces 49,321 34,879 49,372 
SE errr eee ree ae eee 218,648 580,911 725,758 
Travelers § .ccccccceee Es Pe re ee rT 106,171 110,114 142,377 


g Transacts group insurance in addition to ordinary, I 


tra 





all 
i Transacts industrial insurance in addition to ordinary. Items include all transactions. 











— Insurance——--——,, Increase 
1981 in Assets 
Total Inc. or Dec, 1931 
$3,780,832 — $47,025 $13,172 
7,090,963 —27,772 115,945 
3,612,880 + 88,568 37,156 
19,447,343 + 636,377 280,004 
4,450,294 —13,983 54,089 
7,657,373 + 30,653 101,077 
4,096,140 + 40,665 $9,544 
763,963 —12,923 12,651 
636,865 +13,298 10,060 
1,029,752 +14,136 107,57 
15,870,637 +6566,818 200,928 
4,742,804 —146,317 28,598 
* Adapted in round numbers from 1932 Year Book 
of The Spectator Co, 
ee 
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Washington, D. C., Oct. 15, 1932. 
DEAR PERRY: 

If it is true that every time the President makes a 
“constructive” speech the stock market dives for the 
bottom, it is also true that every time the President counts 

on it to help him it goes into a nose dive. 
Everybody in Washington knows that now 
the one development in the business world 
than can possibly happen in time to rescue the 
President from the coils of the depression’s 
grip on his campaign for re-election is a steady 
advance of stocks and bonds, with a sort of 
an air of invincibility. When the market 
turned upward in July it was fervently hoped 
here that the ascent would continue until the 
last vote had been cast on November 8. But 
here we are in mid-October with the market 
stumbling, and bobbing up and down. Ap- 
peals have gone out from friends of the Ad- 
ministration to friends in Wall Street to do 
something about it. 

But what to do? Word comes back from 
the caves and canyons of Mammon that the 
situation can’t be helped because everybody 
is scared. Nobody wants to throw imposing 

brigades and divisions of cash into the 

Wall Street battle “for Hoover and right” 

if the end is defeat. It’s bad enough to 

lose control of the government without 
losing your shirt also. With the former 
gone, the latter will be an admirable 
possession. But this 
is the fact, as I see it: 
Unless the market 
can show splendid 
vigor from now on, 
right up to election, 
the President's re- 
maining chances will 
be greatly im- 
perilled. One of 
the most powerful 
financiers in the 
country said to me 
the other day: “The 
stock market can, in 
my opinion, give us 
both Hoover and 
good times. It seems 
bent now on giving 
us neither. We need 
the assurance of 
good times to put 
Hoover back, and 
we need the assur: 
ance of Hoover to 


Letters of a 
& His New 


keep times good. We're afraid to help Hoover by inflat- 
ing the market, for fear the defeat of Hoover will deflate it. 
We are running around in a vicious circle. The result is 
that the one thing the business world can do to help Hoover 
it doesn’t do.” 

Perhaps by the time you get this something will be 
doing—but probably too late. 

It’s really pathetic the way the Administration looks 
appealingly, day by day, toward Wall Street. There’s the 
one great miracle plant in America. It might even pull 
a Republican victory out of a rout, but it remains as cold 
as cold potatoes. 

Don’t get the impression that I think all is lost for 
Hoover. I only think all is nearly lost. The Republicans 
admit that Farley caught them napping when he spread 
the idea months ago that Democratic victory was certain. 
(Nothing has contributed more to make that prophecy 
realizable than its continual reiteration.) They have now 
started a backfire telling of the amazing stampede for 
Hoover since his Des Moines address. Doubtless he is 
gaining. Republicans always gain in the last month of a 
campaign, and always reach their maximum strength on 
election day. With the Democrats it is always a ques 
tion whether the lead obtained in July can be retained in 
part by November. 

Politics overshadows everything else here but there are 
lots of other troubles. The State Department is a cave of 
gloom. A show-down with Japan is regarded as certain. 
It is feared that the rising jingoism of that highly national- 
istic country will result in driving the United States into 
z corner on the Manchurian question from which it can 
only emerge by crawling or fighting. Germany is re- 
garded as having upset the European apple cart again by 
its demand for arms equality. South America is a hope- 
less mess. . . . What would you do with Chilean bonds? 
I have five sixes of 1960. Looks to me as if I had done 
better to patronize the Press Club poker room. 

Announcements of the concessions the British Dominions, 
particularly Canada, are giving the Old Country, as a 
result of the Ottawa Conference, has had mixed effects 
here. One reaction is toward virtual isolation from the 
rest of the world. Another is that we must hasten to adopt 
a tariff policy that will turn the world to more liberal 
attitudes toward international trade. 

Washington is convinced that business is improving. 
Money was never so cheap and abundant and so little 
in use. Main trouble now is held to be lack of nerve and 
courage in the business world. The casualty list of the 
last three years is so great, the business graveyards are so 
well filled, the numbers of the economically shell-shocked 
are so vast that it is feared that it will take another year 
for group courage to revive. And another winter of 
budget misery is before us. Taxes must be increased once 
more and expenditures slashed still further. 

Still life goes on. Washington is lifting its eyebrows 
over “Virgins in Cellophane,” written by one of its own 
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Washington Journalist 
York Broker 


political girls. It is also scoffing at the second rendering 
of “Washington Merry-Go-Round.” The group of authors 
ran out of plausible gossip and dependable facts in the 
first round. Everybody is finding errors and impossibilities 
in the second. There will be no third. One reason is that 
the authors can’t lose any more jobs. Each edition cost 
at least one Washington correspondent his position. 

Biggest thing in Washington, though, is the spectacle 
of an entire community adjusting itself to a simultaneous 
reduction of 10 per cent in its income. You can just see 
that 10 per cent coming off everywhere. But right in 
the face of it some of the department stores are having 
the best business they have had in three years. 
fell faster than salaries. This town is living about as well 
today on a 10 per cent less income as it was in June. 
Everybody took and gave a 10 per cent cut. We got our 
readjustment altogether. Too bad the whole country 


couldn’t have it that way. Write soon, “old potato.” 
Don. 


New York, Oct. 19, 1932. 


Dear Don: 

Your wise-crack about the stock market going down 
every time Lord Herbert opens his mouth, isn’t funny any 
more! Only yesterday morning there was an awful mess 
on the Stock Exchange. One of the specialists was in a 
jam, and had to call in several Governors to straighten him 
out. It seems that there were four more Hoover speeches 
in the offing, and only two bid for on the book! 

You want to know what is the matter with the market? 
So do 120,000,000 other people, including the Scandinavian. 
I think it has Freudian complexes. On alternate Thurs- 
days it is wheat conscious . . . . on the second Tuesday in 
every month it is cotton conscious . . . . And whenever the 
Presidential candidates are scheduled to broadcast, the mar- 
ket becomes speech conscious. It’s a good thing the com- 
mon run of speculator has never heard of Thomas or 
Upshaw. By the way, have you? 

On every side I hear brokers and customers alike say- 
ing that this is a funny market. Listen Don, when you 
have been in Wall Street as long as I have, you will realize 
that all markets are funny, only some are funnier than 
others. 

What has become of Chandu Meyer, the Magician? 
And where has gone his Rabbit Commodity Pool? Where 
is that 70-cent wheat and that 15-cent cotton I was hear- 
ing so much about immediately prior to the Maine election? 
I know now that I shouldn’t have bought cotton! I should 
have borrowed some and used it to stuff in my ears! 

About three weeks ago I seemed to know everything 
about everything. I was told that the Republican gang 
had gotten together enough money to put up wheat, cotton 
and stocks. All us common folks had to do was to buy 
all three, wait for Herbert’s Des Moines speech, watch the 
fireworks, and cash in. The G. O. P. was supposed to be 
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Prices 


impersonating Santa Claus, and only those in the know 
would benefit. Only some seven or eight million people 


were told the inside story. Came the dawn, came the 


reaction, came the margin call, came the sell-out .. . . and 
. . the birth- 


you can’t beat my old friend P. T. Barnum . . 
rate remains at sixty per hour! 

In answering your letter I have not for- 
gotten your request for an opinion on the 
market right now, what Wall Street 
thinks of the Election, and have any 
new smart speakeasies opened up. The 
last question is the most difficult to answer, 
so I'll get to it first. The old fashioned 
brownstone cellar entrance is passe. The 
new “speaks” are either penthouses or on the 
East River, with a view. No more lovely 
thick choking smoke and garlic smells... . 
the old order changeth! And while I'm 
on the subject next time you come to New 
York bring some of that lobby money with 
you. Our ultra night clubs have adopted 
the silly notion that the depression is as 
dead as the last World Series . . . . Four 
dollars couvert and $1.25 for a small bottle 
of Apollinaris . . . . I leave my hat in the 
car, and save a quarter hat-check. 

Here I am rambling again. Coming 
back to the market, if you must know, 
I'm bullish. The richest and smartest 
group in this country has been buying 
stocks for two weeks. They have 
more loose money than the Rocke- 
fellers, and could lose the Morgans in .&* 
their petty cash ac- 
count. Don’t ask me 
who they are, be- 
cause I’m sworn to 
secrecy, but if you 
want a hint, I don’t 
mind telling you 
that I am using that 
good Gulf oil, eating 
out of Aluminum 
utensils, and keep 
my food in West- 
inghouse __refriger- 
ators. Figure that 
out. 

As to the Elec- 
tion, I don’t mind 
telling you I am vot- 
ing for Lord Her- 
bert, and am pray- 
ing for miracles to 

(Please turn to 

page 62) 

















Third-Quarter Earnings and 
Fourth-Quarter Prospects 


Signs of Further Adjustment to Current Con- 
ditions Apparent in Reports of Companies in 
Key Industries—Modest Business Gain Indicated 


By Puitire Dosss 








HETHER the corpo- 

WV rate statements for 
the third quarter of 

the present year now com- 
ing to hand are better or 
worse than was expected, is a 
matter of minor importance 
The facts speak for themselves. 
While not uniformly poor, it 
is clear that third quarter 
earnings as a whole do not 
make a brilliant showing and 
that the much talked of busi- 


Earnings statements for the third quarter 
of 1932 are of unusual interest in view of the 
widely accepted belief that these three months 
included the low point of the depression and 
the beginning of revival. It is, of course, for 
evidence of the latter trend that the figures 
will be subject to particular scrutiny. 


age road to cover even fixed 
charges. Among recent rail- 
road reports is that of the 
New York Central which 
showed a net loss of $15,454, 
649 for the first eight months 
of the year, compared with a 
net profit of $4,446,441 in the 
corresponding previous period; 
the report of the Chicago @ 
Northwestern showing a net 
loss of $9,201,084 against a 
net loss of $2,707,356 for the 








ness improvement which com- 
menced in August has been 
of very modest proportions. Nevertheless, despite its ex- 
asperating slowness, there was some betterment and it shows 
up here and there in corporate statements either in the 
form of a smaller loss or an increase of a few cents a share 
in earnings. As was to be expected, it is the so-called 
light industries which make the best relative showing. Many 
industries classified as heavy may be said to continue thor- 
oughly depressed, for here any slight improvement which 
may have been registered has had negligible effects in re- 
storing even a moderate degree of prosperity. 


Steel and Of the fundamental industries, steel and 


the railroads are the most precariously 
situated. Unfortunately, there are no third 
quarter reports of important steel compa- 
nies available, so that it is impossible to translate their recent 
business into actual dollars and cents. It is certain, how- 
ever, that the industry as a whole has fared poorly. While 
operations increased a few points from 12% of theoretical 
capacity, activity at the rate of some 50% of capacity is 
needed to show even meager profits. If the October show- 
ing is any indication, the fourth quarter, albeit slightly 
better than the third, will be a poor period also, and the in- 
dustry must look a* least as far as the seasonal increase at 
the beginning of next year for the return of profits. 

The railroad situation is very similar to that of steel. 
There has been some improvement as shown by the in- 
creased carloadings, but the improvement has taken place 
from so low a base that much more is needed for the aver- 
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Railroads 


same two periods; the report 
of the Atchison, Topeka @ 
Santa Fe showing earnings of $1,851,305 against $13,692,- 
063; and the report of the Baltimore & Ohio showing a net 
loss of $5,698,929 against a profit of $1,421,361. The 
Chesapeake & Ohio, however, reported a profit equivalent 
to $2.01 a share of common stock for the nine months ended 
September 31, 1932, compared with $2.76 in the previous 
nine months. Indicated earnings of 87 cents a share for the 
September quarter of the present year represented a mate- 
rial improvement over the first two quarters and current 
bituminous coal loadings are such as to indicate that the 
fourth quarter might easily be better still. The Chesapeake 
& Ohio is the only important road in the country still pay: 
ing the pre-depression dividend on its common stock. The 
rate of $2.50 a share undoubtedly will be covered this year 
and appears to be in no immediate danger. 


Reports of companies catering to the 
building industry are poor, although 
they indicate glimmerings of improve 
ment. . Johns-Manville, for example, 
reported a loss of $1,792,571 for the first nine months, 
while the loss in the third quarter was only. $277,693 which 
shows considerable adjustment to the unfavorable condi- 
tions prevailing. The Pennsylvania-Dixie Cement Co. re- 
ported a net loss of $1,649,864 for the twelve months ended 
September 30 and a comparison of this figure with that for 
the twelve months ended June 30 shows that the company 
broke about even in the third quarter of the present year. 
While there is nothing very bright in the prospects of the 
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building industry for the fourth quarter it is an indisput- 
able fact that residentially the country is now underbuilt 
and this, coupled with facilities now being provided by the 
Government to finance real estate, holds out hope for next 


year. 


Recent statements from the electric pub- 
lic utilities reflect the sharp drop which 
has taken place in electric power pro- 
duction. Peoples Gas, Light & Coke, 
for example, reports earnings equivalent to $1.13 per share 
of common stock for the September quarter of 1932, com- 
pared with $1.51 for the corresponding previous period, and 
with $2.35 in the second quarter of this year. Detroit 
Edison for the twelve months ended September 30, 1932, 
reports earnings equivalent to $6 per share of common 
stock, compared with earnings of $8.95 for the same period 
twelve months previously. Earnings for the twelve months 
ended June 30, 1932, were equivalent to $7.02 a share, 
which indicates that the profit in the third quarter was but 
little better than $1 a share. It may indeed have been 
less. United Corp. reported earnings of 11 cents a share 
for the third quarter, the same as in the previous quarter. 
This, however, reflects dividend income only and does not 
take into consideration that the company’s equity earnings 
undoubtedly have been reduced. 

Careful estimates of the earnings of other public utility 
companies tell about the same story. It is assumed that the 
Consolidated Gas Co. of New York will report a profit for 
the third quarter of somewhat better than 80 cents a share, 
that the earnings of the Public Service Corp. of New Jer- 
sey for the same period 


Drop in 
P. U. Profits 


quarter and $2.12 a share in the September quarter of 
1931. While it is clear that this largest of companies is not 
earning sufficient to cover the regular $9 dividend on its 
common stock, the usual declaration at the next meeting on 
November 16 appears more likely than not. For the first 
eight months of the year the indicated earnings of the Paci- 
fic Telephone & Telegraph Co. were equal to about $4.17 
a share. The loss of telephones by this company in Sep- 
tember slowed up somewhat and the outlook appears to be 
somewhat more hopeful. The Western Union Telegraph 
Co., reported a net loss of $759,083 for the first two months 
of the third quarter comparing with a net loss of $66,949 
in the preceding quarter and with net income of about 
$1.22 a share in the September quarter of last year. While 
this company has put into effect many economies, a really 
prosperous condition can hardly obtain until there is a con- 
siderable improvement in general business. 


Turning to the manufacturing indus- 
tries, results for the third quarter 
vary considerably. In the electrical 
equipment field, General Electric 
earned 7 cents a share, compared with 11 cents in the pre- 
ceding quarter and with 32 cents in the September quarter 
of 1931. The best that can be said for the Westinghouse 
Electric & Manufacturing Co. is that the deficit in the third 
quarter was somewhat less than in the first quarter when 
the sales billed were 60% greater. The loss for the latest 
three months’ period totaled $2,715,122, compared with a 
loss of $1,881,979 in the preceding quarter and with a net 
profit equivalent to 35 cents a share of common stock in the 
September quarter of last 


Electrical 
Manufacturers 








will be equivalent to 
slightly under 90 cents a 
share, and that those in- 
dicated for the North 
American Co. will be in 


Third-Quarter Earnings Compared of 


year. Despite the opti- 
mistic statements emanat- 
ing from the management 
Westinghouse, the 
fourth quarter prospects 


Earned per Share————_,, 
Second Third 

quarter 
Company 1931 1932 


American Chicle : $1.05 $0.90 
Am, Tel. & Tel, .........0000. : 1.95 1.90 
Atlantic Refining ‘ 1,02 89 
Beech-Nut Packing 1,100 1,05C 
Bohn Aluminum nee a, 
Chesapeake & Ohio ’ . 870 
Con. Gas of N. Y. 
Corn Products ’ F 14 
Detroit Edison 1,050 
Du Pont ° P 86 
General Am. Tank Car ; . .60E 
General Electric P ll 07 
a somewhat greater de- General Motors ‘ 07 .32D 
gree of prosperity in the Johns-Manville : .98D 
coming months. . 55 28 
Like the electrical divi- ‘ 20 18 
sion, other companies Nash Motor i .11¢ 06+ 
classified as public utilities National Biscuit 61 55 
show some falling off in New York Air Brake , J 40D 
business for the third North American NF .50E 
quarter of the year. The Peoples Gas (Chic.).......... 1.51 2.35 
American Telephone & Standard Oil of California... . 80 45E 
Telegraph Co. reports ll Bt 
earnings of $1.90 a share Western Union ; .06C DE 
on the average number of Westinghouse Electric : 84D 1.16D 
shares outstanding for this 
period. This compares 


of the electrical equip- 
ment industry are not for 
any phenomenal improve- 
ment. It will probably be 
next year at the earliest 
before a reasonably pros- 
perous condition is at- 
tained. 

Among the other equip- 
ment and machinery com- 
panies to report for the 
third quarter of the pres- 
ent year, the Bohn Alumi- 
num ©& Brass Co. just 
managed to stay out of the 
red, compared with quite 
a large crimson entry for 
the corresponding previ- 
ous period; New York Air 
Brake’s loss was about 
equal to last year’s, but 
the nine months’ loss was 
considerably in excess of 
that reported for the first 
nine months of 1931; 
Transue & Williams re- 
ported losses for the Sep- 
‘tember quarter and for 
the first nine months of 
with earnings of $1.95 a this year roughly half 
share in the preceding (Please turn to page 5'7) 
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the neighborhood of 50 ean 
cents a share. But for 
many of these companies 
the fourth quarter will un- 
doubtedly be better than 
the third. Apart front the 
clear indication of im- 
provement now being 
given by electric power 
prpduction, seasonal fac- 
tors coupled with in- 
creased manufacturing ac- 
tivity in certain lines 
assure the utilities of 


quarter 
932 


¢ Three months ended May 31. 


Three months ended August 81. 
: NF Not available, 


C Indicated. EEstimated. D Deficit. 























Twenty-Five Years Ago 
and Today 


Greater Changes in Our Social and Economic 


Structure Have 


Taken Place in the 


Past 


Quarter Century Than in Any Similar Period — 


What Do They 


Indicate for 


the 


Future? 


By C. M. Grover 


F, when THE MAGAZINE OF WALL STREET was estab- 

lished in the panic year 1907, it had been possible 

accurately to forecast the history of the next twenty- 
five years, the prophecy, measured by the known standards 
of the day, undoubtedly would have seemed visionary and 
fantastic. 

Yet in retrospect it is clear that no previous quarter- 
century of human experience has been so crammed with 
changes affecting the position and manner of living of the 
individual—changes in economic, scientific, industrial, social 
and political trends. Considering the record, we have every 
reason to look forward to equally important and equally 
unpredictable evolutions during the next quarter-century. 

The goal of the individual is the maximum possible 
security and the highest possible standard of living. Under 
existing conditions analysis of our aggregate progress 
toward this goal is uncommonly difficult, if not baffling. 
If there had been no World War, with its violent distor- 
tion of previous relationships, it would be a comparatively 
simple task to measure our wealth, income and standards 
of living with those of 1907. But the course we were 
placidly following toward an ever better civilization 
twenty-five years ago has been broken, not only by in- 
ternational conflict, but by a succeeding joyride of un- 
precedented inflation and its after- 
math of an equally unprecedented 
deflation, leaving it uncertain what 
part of today’s gains and losses are 
of permanent significance. 

Vast as they are, the major eco- 
nomic changes of the past quarter 
century have crept upon us in a 
manner imperceptible to the aver- 
age person. During this period we 
reached and passed the peak of 
the virtually automatic expansion 
which accompanies the filling up 
and development of a _ pioneer 
country. During this period we 
reached a point of| diminishing 
economic returns from large-scale 
immigration and put an almost 
complete check upon it. Together 
with a tendency toward a declin- 
ing birth rate, this has significantly 
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checked our former rapid rate of population growth. In 
the past, population growth and the exploitation of natural 
resources which accompanied it provided a consistent and 
vastly important increment of expansion and prosperity. 

Within this period came the veritable flowering of thie 
Machine Age, enabling mankind for the first time to con- 
quer the problem of producing an abundance not only of 
the necessities but the luxuries of life. In‘ short, we have 
solved the problem of production, only to encounter glaring 
weaknesses in the processes of distribution. 


Never before in so short a space of time did technological § 


and scientific knowledge and efficiency increase at so fast 
a rate. Aided by the machine there has been an almost 
incredible gain in our per capita ability to produce. An 
accurate and up-to-date statistical measure of this gain 
is not available, but figures compiled by the United States 
Bureau of Labor Statistics show that between 1914 and 
1927 the productivity of labor per man per hour increased 
55 per cent in the iron and steel industry, 59 per cent in 
flour milling, 82 per cent in petroleum refining, 40 per 
cent in the paper industry and 178 per cent in the manu 
facture of automobiles. The gain did not start with 1914 
It had at that time made moderate progress for some years, 
but it was greatly accelerated since 1927, first under the 
demands of expanding markets. 
then under the stringent demand 
for efficiency imposed by the de 
pression. 

The past 25 years has seen the 
introduction and speedy exploita: 
tion of such new products as the 
automobile, the radio, the airplane 
and mechanical refrigeration. In 
the automobile we gained an in 
dustry whose economic scope and 
importance rivals that of steel, the 
railroads and construction in its 
influence upon employment and 
volume of trade. It has been a 
quarter-century of ever - faster 
speed and convenience in transpor- 
tation and communication. The 
factor of distance has become ever 
less important in business and hu- 
man relationships. It is during 
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this period also that we have wit- 
nessed the development of the 
giant corporations, despite the 
check imposed by Federal laws. 

Insofar as standards of living 
are concerned, it is probably ac- 
curate to say that substantial prog- 
ress has been made, although its 
relation to actual human welfare 
is open to philosophical debate. 
Certainly the automobile, the radio 
and other modern conveniences 
have vitally affected our mode of 
living. To the extent that con- 
veniences of this kind represent 
higher standards of living, we have 
gone far—so far that no re- 
turn to simpler standards seems 
likely except under the tem- 
porary compulsion of depres- 
sion. 

Yet it is impossible to escape certain doubts that arise 
as to the fundamental betterment of the individual’s posi- 
tion. Regardless of modern conveniences, he does not 
appear to be any nearer to the primary goal of security 
than he was twenty-five years ago. Indeed, with technologi- 
cal progress steadily reducing the hours of work available 
and with our technique of distribution lagging far behind 
that of production, the intensified specialization and inter- 
dependence of today unquestionably make the status of 
the individual increasingly insecure. 

The position of the largest single class in the country— 
the farmers—is on the whole worse than it was a quarter- 
century ago. True, the farmer also has modern conveni- 





ences and more comforts, but in relation to purchasing 
power both his tangible wealth and income are lower than 


in 1907. He is burdened by a far larger debt and tax 
load. On the average, he is getting lower prices for his 
product than twenty-five years ago and paying considerably 
more for his purchases. This income shrinkage, together 
with an unprecedented total of mortgage debt, unques- 
tionably has greatly lessened the sense of security that 
the farmer was once able to take for granted. 

In terms of 
real wages, or 
purchasing pow- 
er, those em- 
ployed in indus- 
try have lost a 
substantial part 
of the gain ex- 
perienced since 
pre-war days, but 
it is, of course, 
impossible to 
measure what 
part of the cur- 
rent loss of either 
the urban worker 
or the farmer is 
temporary. For 
the urban worker, 
there is at least 
the compensation 
involved in an 
inevitable trend 
toward __ shorter 
working hours 
and greater 
leisure. 
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Herald Square Twenty-five Years Ago 


One of the most striking changes 
of recent years is the tremendous 
growth of public interest in securi- 
ties. Whereas formerly accumu- 
lated savings went largely into real 
estate mortgages and a few rail- 
road bonds, demand has now 
broadened to every conceivable 
type of security. The war and its 
Liberty Loan campaign gave mil- 
lions of persons their first taste of 
security investment. Moreover, 
during the period of post-war 
prosperity more individuals than 
ever before had surplus capital to 
invest. The vast increase in the 
numbers of individuals owning 
stocks and bonds has become a 
definitely important aspect of our 
social system. It probably has 
much to do with the social and 
political stability which has been a reassuring feature of 
our worst depression. 

A still more vital change, however, has come about. 
Our past prosperity has rested not only on the develop- 
ment of a new country, but on a substantial export trade. 
Our position prior to the war was that of a debtor country. 
We borrowed heavily of European capital and made pay- 
ment in the export of goods. The war changed that— 
a change that probably would have been inevitable over 
a more extended time—and made us a creditor nation. 
Foreign capital was depleted. Ours greatly increased and 
was rapidly loaned to Europe. The total amount of gold 
in the world being substantially less than these debts alone, 
they can only be paid in goods or services, as we formerly 
paid our debt to Europe. 

What we will do in coming years to cope with this 
altered status is conjectural to a high degree, but what 
stands out is that a variety of major economic changes 
have occurred without proportionate adjustments in our 
social and political structure or even in our habits of 
thought. We tend to stick to old ways in dealing with 
new problems. 





On the social 
side, an unwork- 
able proportion 
of the benefits 
derived from 
technology and 
the machine have 
gone to a limited 
class of owners, 
and thence back 
into additional 
productive equip- 
ment. The rise in 
real income per 
capita has lagged 
behind the rise in 
productive out - 
put per capita, 
with the result 
that the restora- 
tion of purchas- 
ing power among 
the masses and 
the renewed ex- 
change of goods 
(Please turn to 

page 54) 
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Investment Trusts Under 
the Microscope 


Reviving Interest Turns Attention to Com- 
parative Showing of Management Companies 


By Cart WILiiaMs 





Se 42 sean on various contractual terms. 





EW of the idols of the 
boom that crashed 
under the _ relentless 

blows of the depression fell 
with a more deadening thud 
than the Investment Trusts. 
Shrinking portfolio values, 
decreasing revenues, disap- 
pearing dividends, and the 
revealed weaknesses of com- 
plicated capital structures 
and interlocked holdings con- 
tributed to a downfall in 
popular esteem that brought 
prices considerably below 
liquidating or break-up 
values. But since the turn of 
the market last summer a 
new appraisal and a new in- 
terest is manifest. Invest- 


past few years. 


price for his interest.” 


“Some hints as to the factors to be looked for 
in selecting a desirable investment company may 
be drawn from the painful experience of the 
The outstanding one, perhaps, 
is that such a company should operate exclusively 
in the interest of its shareholders and not be 
used for collateral interests. 
mand, or be able to command, exclusive skilled 
talent at a reasonable cost per unit of the fund 
managed. It should provide a means of enabling 
the shareholders to withdraw at will with a fair 


For these reasons, reduction 
of values is not exclusively 
due to losses realized or un- 
realized and it is therefore 
not possible to arbitrarily de- 
termine percentage losses and 
closely rate the managements 
in relation to one another. 

Broadly speaking, how: 
ever, it may be said that a 
reduction of not over half 
of the paid-in capital is 
a comparatively good show- 
ing. For, according to THE 
MAGAZINE OF WALL 
STREET'S Combined Aver 
age of Common Stocks, 
the general market decline 
from the peak of 1929 to 


It should com- 








ment trusts, particularly 
those of the management 
type, are under renewed scrutiny. Which ones shall be 
held and which disposed of? What are their prospects 
of recovery—better than that of the rest of the market 
or worse? Such questions might be answered by one more 
question which surpasses all others in importance: How 
good is the management? No categorical answer is possible 
but a comparative showing may prove helpful. 

The table below covering 35 management investment 
companies indicates briefly the over-all operating results 
during three years of panic and depression. Even at that 
it is only part af the full record. Many of that proud 
galaxy of stars that scintillated so brightly in 1928 and 
1929 have shrunk forever below the horizon. 

The object of this comparison is only to present a rep- 
resentative list rather than a complete one or a selected one 
of those showing the best results. Several omitted have 
made relatively good showings; but on the average results 
vary largely as the records of the companies tabulated, 
all of which had originally, or soon after formation, a capi- 
tal of over 10 million dollars. 

Figures of paid-in capital cannot be taken as precise in 
all cases. It shou'd also be noted that in the determination 
of asset value various courses have been employed in the 
different companies, as the footnotes indicate. Many 
trusts have returned a greater or less proportion of their 
capital by repurchase of their own bonds, preferred and 
common stocks. Others have merged with similar companies 
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the low of 1932 amounts to 
89%. 

Few of the management trusts have experienced such 
drastic capital reductions as this, and where such percent: 
age has been approached, the reason seems to have been 
the handling of a nominal management company on fixed 
trust principles, or positive mismanagement, or in a very 
few cases fraudulent purposes on the part of sponsors or 
managers. The pronounced disfavor into which manage: 
ment trusts fell in 1930 and 1931 clearly can be attributed 
to the extreme disappointment of the stockholders oc: 
casioned by the inordinately exaggerated hopes entertained 
in the golden glow years of the magic ease with which 
Wall Street potentates could pile up millions in profits 
The opportunities offered to enter such an enchanted 
garden under the guidance of the arch genii themselves 
were tremendously alluring. Consequently, the reaction 
at the sad discovery that financial wizards are only fallible 
humans like everyone else has been correspondingly bitter. 
Time, which eventually converts emotional reactions into 
logical ones, has been needed to develop a fairer and clearer 
perspective. In this light, the overwhelming advantage of 
investment management, even fallible management, as most 
management is, over mechanical investment is conclusively 
proved by the events of the past three years. Without 
citing figures in detail, the comparison of the course of 
general market values with those of even poorly managed 
trusts, reveals the inherently, incurable defects of the 
rigidly fixed trust. 
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What seems to have happened to us is that in our in- 
tensely human personal bitterness against the individuals 
sponsoring and managing the original trusts, we jumped 
out of the frying pan into the fire of impersonal, mechani- 
cal investment as if no management were a cure for, or an 
improvement over, even fallible but conscientious manage- 
ment. There is an old Western exhortation—“Don’t 
shoot the piano player, he’s doing the best he can” that 
seems duly applicable to a large number of management 
investment companies, especially those which have 
weathered the gales in reasonably seaworthy shape. Be- 
cause a principle, sound in itself and demonstrated over a 
50-year period in Scotland and England to be sound, was 
applied in the United States at such an ill chosen moment 
of history, the peak of a great bull market, and so abused 
by the initiators as to make the judicious weep, is no sound 
reason in itself for discarding the principle and turning to 
an untried one, a priori unsound, and now rather well 
demonstrated by events to be unsound over any appre- 
ciable period. What the average buyer of fixed trust 
stocks overlooks is that what he is purchasing is hind- 

























Business is becoming much more complex and international 
in scope although at present international trade is very 
much out of joint. Both of these facts stood out conspic- 
uously in 1928 and 1929. They will re-appear in the 
future. 

The investor’s problem will continue to be how best to 
manage his or her own funds, or how to select a manager 
or a counsellor. Clearly, a specialized talent will be the 
answer. Seldom does the individual business man or heir 
have the time or ability to perform such a special function 
wisely any more than he can successfully be his own lawyer 
or doctor. The investment manager giving his whole time 
and for that matter his whole life to this serious problem 
is worthy of his hire, not to speculate care freely in the 
stock market, but to conserve and increase in sound ven- 
tures funds entrusted to him or invested according to his 
counsel on a contractual basis. 

Some hints as to the factors to be looked for in selecting 
a desirable investment company may be drawn from the 
painful experiences of the past few years. The outstand- 
ing one, perhaps, is that such a company should operate 
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the past two years 
built up a more or 
less substantial cash, 
or its equivalent in 
short term Govern- 
ment bonds, position. 
This is especially im- 
portant in the case of 
companies having 
bank loans, outstand- 
ing bond or note ob- 
ligations or preferred 
stocks with provi- 
sions requiring a cer- 
tain asset coverage. 


Fourth National Investors 
Goldman Sachs 
Lehman Corp. ......-- SEs Sale hien hea 
Mayflower Associates 
Newmont Mining 
Natl. Bond & Share 
U. 8S. & Foreign Pfd. ...........+.. 
General Market Average 
* High for week. 


**Non-Leverage” Investment Trust Stocks 


Dec, 31, 


ior fixed obligations 
during the period of 
the loan. For the 
eathiiheesc speculatively inclined, 
July 8, Bept, 10, Recent the leverage stocks 
12% 22% 18 are attractive com- 
1% 4% ‘ pared with the more 
21% “1% “a sedate movement of 
a an am the general market, 
+% 28% ig but if the emphasis is 
i. ns placed on _ stability 

rit 06% a and marketability, the 
i. - “straight” eq uities 

hold the greater ap- 

peal, especially when 
they evidence the ver- 
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In the case of 








“straight” equity 
companies, that is, those without leverage, it represents 
merely the management's judgment of the relative value 
of securities and cash at any particular moment. It seems 
clear now that securities were worth more than cash last 
June. Whether they are today, or will be in December or 
next spring is another matter. The conversion of securi- 
ties into cash and vice versa is an important index of the 
ability of managers to judge values in general as contrasted 
with their ability in the selection of individual securities 
and one which is worth much more attention than it has 
received. The ability to sell as well as to buy for sound 
financial reasons should by no means be confused with 
trading in the market to catch chance price fluctuations. 

Together with this important test, the judgment shown 
in incurring and protecting fixed or short term loans and 
in selecting individual issues as evidenced by several years 
record should afford a good basis for comparing relative 
managerial ability and integrity. 

In the smaller tables of listed management company 
stocks, concerning which no recommendation whatever is 
implied, the market movement of their shares is compared 
with THE MAGAZINE OF WALL StREET’s Common Stock 
Average and also the price ranges of non-leverage stocks, 
that is, those that have no senior fixed obligations ahead of 
them, are contrasted with those of the “leverage” equities. 

It is obvious from these that the leverage stocks fluctuate 
much more marketwise than the non-leverage stocks. The 
greater fluctuations of Goldman Sachs and Newmont are 
doubtless due to bank loans in the case of the former, acting 
as a lever and to a small bank loan in the case of the latter 
and also its propen- 


satility of the man 
agement in taking advantage of secondary market swings. 
- To illustrate the effects of leverage for the benefit of 
those who have a hazy idea of how it operates in terms 
of value and market price, three examples may be taken, 
one of a high leverage equity, one of a medium degree and 
one “straight” equity. All have a capital fully invested, 
say, of $10,000,000 and worth in the market the same 
amount. The capital of the three companies is represented 
as follows: 


No. 2 
$2,000,000 
4,000,000 
4,000,000 


No. 1 
$5,000,000 
3,000,000 
. 2,000,000 


Preferred 
Common 10,000,000 

A 20-per-cent decline in market prices which affected all 
alike, of which we have had many instances in the past 
three years, would wipe out the common stock asset value 
of the No. 1, reduce the asset value of the common of 
No. 2 by 50 per cent and of No. 3 by only 20 per cent. 
Vice versa, a 20-per-cent rise in the market would double 
the common stock asset value of No. 1, increase No. 2 
common by 50 per cent and No. 3 common by only 20 
per cent. A 50-per-cent market decline would threaten 
the solvency of No. 1 company, make the managers of 
No. 2 somewhat anxious, but leave No. 3 stockholders 
regretful for their 50-per-cent loss, but with their chance 
of a comeback in no way threatened. In fact, by borrow- 
ing $2,500,000 on the remaining $5,000,000 equity, if 
thought wise, they could restore their original capital with 
only an approximate 








sity to fluctuate with 
the price of copper 
and other metals 
which move freely up 
and down. 

These tables bring 
out graphically the 
speculative character- 
istics of the leverage 
equities, a quality 
which works heavily 
against them while 
the trend is down- 
ward and equally in 
their favor when the 
trend reverses. The 
contraction of tank 
loans, it is also ap- 
parent, endows an 
equity with many of 
the advantages and 
disadvantages of sen- 
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Adams Express 
American European 
American Founders 
American International 


Blue Ridge 
General Public Service 
Prudential Investors 
Tri-Continental 
Shenandoah 
U. 8. & Foreign Securities 
United Founders 
Utility Equities 
General Market Average 

* High for week. 














““Leverage” Investment Trust Stocks 


Dec, 31, 
1931 1932 1932* 


25-per-cent rise in the 
market. It is due to 
this set of facts that 

Price Range——————, leverage stocks in a 
— —” declining market have 
9% 6%, tended to sell below 
15% 9% their asset values in 
2% accordance with the 
12 speed with which the 
11% latter can be wiped 
4% out, i.e. in accord 
8% with the degree of 
1% leverage. In a defi 
5% nitely rising market, 
we should expect such 
stocks to sell well 
ahead of their asset 
value which has the 
advantage of increas’ 
ing faster than the 

(Please turn to 

page 56) 
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taken, HE recent decline 1n money rates to unprecedented 
e and low levels has imparted a slightly more hopeful tone 
rested, to the bond market, although the moderate rally in 
same J average prices evident at this writing does not importantly 
sented [alter the irregular trend of reaction shown by the market 





since the third week of August. The average decline from 
the high point of the summer is approximately 4 per cent. 















By J. S. Witirams 








Stimulation of Bond Prices by Cheap 
Money Offset by Political Considerations 


Irregular Trend Expected in Principal Groups 








to occupy the White House. The problem of the cur- 
rent large deficit in the Federal budget will have to be 
dealt with by means of governmental retrenchment larger 
revenues from taxation, or both. 

Nor is this problem the sole source of uncertainty. Under 
existing conditions of public dissatisfaction it may be taken 
for granted that the usual assortment of doubtful, if nat 
disturbing, legislative experiments will arise for discussion, 
including the veterans’ bonus and a variety of farm relief 
nostrums. : 

Since these matters relate directly to the Federal finances 
and the national credit, the manner in which they are 
dealt with is necessarily of importance both to the security 
markets and to general business. It would be surprising 
if these uncertainties failed to exercise at least some re- 
tarding influence on business activity. 

In any event, it is generally agreed that the seasonal 
business improvement evident to date is not conclusive 
proof of an imminent revival of such scope as would sub- 
stantially alter underlying security 
values. Indeed, the seasonal busi- 
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ness recession normal at the year- 
end should throw considerably 
more light on our real position 
than has the third quarter upturn. 
The outcome will be especially im- 
portant in relation to second grade 
bonds, particularly a large number 
of rail issues, in which the main- 
tenance of values depends vitally 
upon a not too distant recovery in 
corporate earning power. Under 
such circumstances the policy of 
investment caution recently recom- 
mended in these pages should be 
continued. 

Indicative of the prevailing un- 
certainty and regardless of abnor- 
mally low money rates, new financ- 
ing remains at very low ebb. In- 
deed, prevailing money rates and 
the concentration of investment 
demand into either short term ob- 
ligations or a few of the highest 
grade bonds are symptoms of busi- 
ness stagnation and of investment 
timidity. . 

There is a good demand for the 
(Please turn to page 61) 

















0. 3 It is virtually impossible, however, to picture accurately 
the “trend” of so diversified a market by any citation of 
“average prices.” The highest grade bonds, most directly 

0,000 & affected by money rates, remain very close to the highest 
quotations established on the recent recovery. Gilt-edged 

ed all & utilities have shown virtually no recession. Such leading 

' past ff investment rails as Atchison general 4s and Union Pacific 

value § first 4s are approximately 2 points under former highs. 

mn of Second grade and speculative bonds, on the other hand, 

cent. ff have receded substantially during the last month, aggregate 

ouble MH reaction in various issues ranging from 10 to 20 points. 

Yo. 2 Since a considerable degree of speculation was involved 

y 20 Bin the sharp summer recovery, 

eaten MH there is, of course, nothing sur- 

rs of BM prising in such a reversal. As 

Iders § usual, it corresponds to the specu- 

lance lative pattern of the stock market. 

TOW: Throughout the market the vol- 

y, if ume of business is small and all 

with § classes of bonds reflect a certain 

mate BB degree of indecision and _hesita- 

1 the B tion. Apparently the favorable 

ie to & influence of decided ease in the 

that money market is offset by political 

in a & and business uncertainties for the 

have § time being. There is an inclina- wy 

elow F tion on all sides to delay decision 37 

S in & until after the election. bo 

the Actually, there is no logical rea- ra 

the son to assume that the result of if 6 

iped the election will be of much im- 

cord mediate concern to the investment 

of Bf market. Indeed, it will necessarily 

def: leave many uncertainties facing us, 

‘ket, § to be cleared up later in the year 

such f& at best. 

well Unfortunately, there will be no 

sset_ # moratorium on politics. The ac- 

the § tion of Congress, which will as- 

eas’ @ semble in December, is of far morc E 

the ff direct importance to the bond mar- i932 
ket than the question of who is 
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The Magazine of Wa 


HE MAGAZINE OF WALL StREET’s Bond Ap- 
fi praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 
appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 
It is naturally understood that all the issues mem- 
tioned do not constitute recommendations, although the 


relative merit of each is clearly indicated. For those, 
however, who desire to employ their funds in fixed- 
income-bearing securities, we have “starred” those 
which appear to us currently the most desirable on an 
investment basis. Generally, commitments should be 
assumed in accordance with the discussion on the pre- 
vious page. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 





Railroads 





Total Amount Fixed Charges Price 
funded of this times earnedt tn 


Company debt issue -— 


(mil’ns) (mil’ns) 1929 1930 


Yield to COMMENT 
nigh Recent Maturity 





Atlantic Coast Line 
1st Cons, 4s, 1952 .. 51 2.6 
Gen, Unif. ‘‘A’’ 4%s, 1964 155 34 d 
A. Cc. L. B. RB. Louisville & Nash. Coll. - 
Tr. 4s, 1952 1 35 


95 78 5.9 Reasonably well secured issue. 

991%, 67 7.1 Junior to the Ist Cons. 4s and prior liens 
thereto. 

91% 58 Secured by 596,700 shares L. & N. R. R. 
currently worth $20 a share. 





Chesapeake & Ohio 
%lst Cons. 5s, 1939 30 


Gen. 4%s, 1992 50 
Ref. & Imp. 4%s, 1995 35 


104% 104 . First mortgage on the best part of the sys- 
tem. Highest grade. 
100%, 96 ‘ Subject to some $42 million prior liens. 
a 81 J Subject fairly large prior liens, but sus- 
tained earnings reassuring. 





Erie Railroad 
%Cons, Prior Lien 4s, 1996 


Con. Gen. 4s, 1996 
50-year Conv, 4s, 

Ref. & Imp. 5s, 1975 
Chic. & Erie 1st 5s, 1982 


+l ola a 
CPaea @ 
4 ol Sad 


Unlikely to be disturbed under any circum- 
stances. 

Junior to prior lien 4s. 

Prior liens total $152 million. 

Junior to the three issues above. 

A well secured bond, 





New York Central R. R. Co. 
Cons. 4s, 1908 
Conv, Deb. 6s, 1935 

*N. Y. C. & H. R. mtge. 3%s, '97 


Reasonably strong holding. 
Unsecured. Speculative. 
Senior to the two issues below. High grade. 


ad 
a: 





N. ¥. 0. & H. R. Deb. 04 4s, 
o,f H. BR. Ref. & Imp, “A” 


So SSeloco 
be wg 
CO Relwwin (PSD 


4 
4, 
4, 
4. 
4. 
4. 


) Ranks with Cons, 4s, ’98, and ahead of 
§ Ref. & Imps., 2013. 


Hardly an investment present conditions. 
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*N, Y. 0. & H. BR. Mich. Ot. Col. 8%s, '98 670 
Lake Shore & M. 8. Ist 3%s, '97 


High grade. 

Mtge. — Also $16,819,000 Mich, Ct. 
stock. 

High grade. 





Chic., Ind. & Sou. 50-yr. 4s, ’56 
Cleveland Short Line Ist 4%s, ’61 
Jamestown F. & C. Ist 4s, 1959 


Medium grade. 
Secured valuable , Property. Strong bond. 
‘‘Medium to high’ grade. 





3 |so2080/2 299 | 20 2920/2000 


Michigan Central Ist 3%s, 1952......... 


Olev., Cin., Ch. & St. L. Gen. 4s, 1993.. 
Ref. & Imp. ‘‘E’’ 4%s, 1977 


DDS Pare Pep 
esc oleoosoe So 


High grade. 


Senior to issue below. High gr 
Junior to issue above and prior . Wie. 
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Northern Pacific Rlv. 


Wisin [RO & lwwwle Wt 


Strong, well secured issue. 
Junior to the prior lien 4s. 
Junior to two issues above. Medium grade. 
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SPP [SA Be gage ho 


tt pe 
@& Go oo 





Scaaaiaia R. BR, 
Cons, 4%s, 1960 


Gen, 4%s, 1965 


~~ 


Subject only to small divisional issues. 
Strong investment. 

Junior to the consolidated mortgage bonds. 
Reasonably good investment. 





Sec. 6%s, 1936 
Sec. 5s, 1 
Deb. 4%s, 1970 


wAlleghany Valley Gen. (now Ist) 4s, "a2 608 


go 908080 
2 Cee w& w& 
o ooo 


Secured by pledge gen. mtge. bonds. 

Secured pledge $58 million div. pay. stocks. 

Unsecured obligation, Standing rests di- 
rectly on earning power. 

High grade. 








Public Utilities 





Alabama Power 
ist 6s, 1946 


Ist Lien & Ref. 5s, 1951 
Ist & Ref. 4%s, 1967 


104% 96 ® Most of this issue pledged under the Ist 
Lien & Ref, bonds. High grade. 

102% 94 . Prior in lien to the Ist & Ref. bonds. 

96% 80 x Junior issue with considerable merit. 








Appalachian Elec. Pwr. Ist & Ref. 5s, 1956 
Arkansas Power & Light Ist & Ref. 5s, 56 
Se ee, of reengerers Ist & Ref. 


993%, 91 R Reasonably sound holding, 
98 86 ‘ Sound medium grade issue, 


108 . Impressive earnings record—high grade. 
106 J Exceedingly high grade investment issue. 





108 . Subject only to insignificant paw f Hens. 
113 Junior to Ist 5s, ies still high 
102 Strong obligation, tho unsecured iy ‘mtge. 





w Cincinnati Gas & Elec. ist oe 1968. 


94 k Columbia Gas controls—highest grade. 
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Public Utilities (Continued) 


Total Amount Fixed Charges Price 
= of this times earnedt ———“ 
Company debt issue ——~——__,_ 1929 Yield to COMMENT 
(mil’ns) (mil’ns) 1929 1980 1981 High Recent Maturity 
% Commonwealth Edison Ist ‘“‘F’’ 4s, 1981... 180 175 3.8 3.7 3.3 3 86 4.7 New financing successfully accomplished. 
Issue should now do better. High grade. 











Con. Gas of New York 
Deb. 4%s, 1951 .... ° 340 
Westchester Lighting Ist Bs, 1950... 9 
N. Y. & Westchester Ltg. oe 4s, "2004: 10 


Duke Power Ist & Ref. 4%s, 1 40 
Indianapolis Power & Lt, 1st Pred! 5s, 1957. 38 
Kansas City Power & Light lst 4%s, 1961. 41 


Massachusetts ca — 
20-yr. 54s, 1 ais 16 
Deb. 5s, ie Ssh eeee Sas th eaaeeee beeee 25 
Boston Con. Gas Deb. bs, MPC 1l 
Milwaukee Elec. Ry. & Light Ref, Ist 
(now Ist) 5s, 1961 
%New England Tel. & Tel. Ist ‘‘B”’ 4s, 61 
New York Steam Ist 5s, 1951 ..........-. 
Philadelphia Electric Co. 
Ast 5s, 1 RE Oe Py TC EEL TT TEE TO 
Ist Lien & Ref. 4%s, 1967............. 
Ist & Ref, 4s, 1971. 
Philadelphia El. Pr. ist 5Y%s, 1972 
Pacific Gas & Electric 
x%xGen, & Ref. 5s, 1942...........+. ae Pe 
Ist & Ref, ‘‘F’’ 4%,’ 
California Gas & El. Unif, & Ref, 5s, ’37. 
Sierra & San Francisco Pwr, Ist 5s, 49. 
gg & San Francisco Pwr. 2d 5s, “‘B,’’ 


o Unsecured obligation of a strong company, 
5 Highest class. 

a) Junior to West, Lighting Ist 5s. 

8 Strong issue—interest charges well earned. 
5 Reasonably safe holding, 

4 High grade investment, 
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6 | These issues are equally secured, tho not 
2 § by mtge. Better grade, 
7 Well protected by restrictive provisions. 
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Medium grade issue. 
Gilt-edged. , 
Open mortgage. Better grade. 
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Highest grade. 

Pledge of 1st 5s make this almost as strong 
as issue above. 

Strong issue. 

Not obligation Phil, El. Co. Better grade. 
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Prior in lien to the Ist & Ref, bonds. 
Strong investment issue. 
Exceptionally well secured issue. 


101 Reasonably strong investment, 
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vite Junior to the Ist 5s. 
100% High grade, 


102 Reasonably strong investment. 
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Great Western Pwr. Ist 5s, 1946 
San Joaquin Lt. & Pwr. Unif, & Ref. ‘‘D’’ 
957 


%~ 
ake 





Public Service Corp. of N. J. 
Perpetual 6% Certificates 23 112B Well secured by stock of subsidiaries. 
Pub. Serv. El. & Gas Ist & Ref. 4%s, ’67 100 High grade issue, 
x*United Electric N, J. Ist 4s, 1949 i 96 le Underlies Public Service lst & Ref, issues. 
Southern California Edison 
Gen, 5s, 1939 104% Prior in lien to the Ref. bonds, 
x%Ref. 5s, 102% High grade issue—Interest amply covered. 


% West Penn. Power Ist ‘‘G’’ 5s, 1956...... . 105 High grade investment issue. 


Industrials 


American Smelting & Ref. Ist ‘‘A’’ 5s, °47 12.6 71 1.5 102%, 90 Affected by chaotic copper situation— 
issue, however, possesses decided merit, 
Dodge Bros. Deb. 6s, 1940 7.24 11d 1.74 105% 87 d Earnings Chrysler—Medium grade. 
Goodyear Tire & Rubber Ist & Coll, 5s, 67 4.8 3.0 2.2 95 80 ‘ Better grade industrial issue, 
Illinois Steel Deb. 4%s, 1940 26.2a 20.0a 3.42 100 101 a U. 8. Steel’s earnings, guarantor. 
Liggett & Myers 
I TA MI wareiee eancee i508 caw’ bids hee 13.9 15.2 14.7 121% a Senior to the 5s of 19651. 
Deb. 5s, 1951 13.9 15.2 14.7 104 107 High grade issue. 
New York Dock Ist 4s, 1951 1.8 1.8 1.7 87% 62 i Earnings materially lower first half 1932. 
Std, Oil Co. of N. ¥. (Now Socony-Vacuum) Strong debenture, despite last year’s slump 
Deb, 4%s, ’51 . 17,7 9.0 ok 98% 97 . in earnings, 
x%Std. Oil Co. (N. J.) Deb. 5s, 1946...... a 90 19.7 14 3.2 108% 103 Industrial issue of the highest class, 
Texas Corp. Deb. 5s, 1944 a 3.2 def 103 89 Medium grade—oil outlook improved. 
Tobacco Prod, (N. J.) Coll, Trust Deb. 
6%4s, 2022 F ie es 4 93 . Secured by pledge of a lease agreement 
with Am, Tobacco—interesting issue. 
Union Gulf Coll, Trust 5s, 1950 3.0b os 99 ‘ b Gulf Oil (Pa.) earnings, virtually guaran- 
tor of issue, 
Western Electric Deb, 5s, 1944 6.9 4.3 3.3 106 100 x Strong issue, though co.’s present earnings 
believed poor. 






































Short-Term Issues 


Amount Fixed Charges 
of this times earnedt : 
Company Due issue -—-eoo SF? Recent Yuieid to COMMENT 
date (millions) 1930 19381 Price Maturity 
Bethlehem Steel P. M, & Imp. 6s......... 7.1.36 25 4.3 1,0 96 6.5 Steel industry badly depressed—Issue now 
but medium grade. 
%Consumers Power Ist & Ref. 5s.......... 1.1.86 83 4.5 3.7 105 3.5 Exceedingly high grade issue. 
xCumberland Tel. & Tel. Gen, 6s.......... 1.1.87 15 3.9m 3.7m 105 3.6 mEarnings Sou, Bell Tel. assuming co.— 
Highest grade. 
Edison Electric Ill. (Bos.) Notes 5s....... 5.2.35 125 3.2 3.2 102 4.1 Company enjoys a fine credit standing. 
Northern Rly. (Cal.) Ist 5s .... 10.1.88 2.14 1.2q 96 5.8 q Earnings Sou, Pao. guarantor. High grade. 
x Southern Pacific R. R, (Cal.) Ist 68....... 11.1,87 2.1r 1.2r 100 6.0 r Earnings Sou. Pac, guarantor—High grade. 
Texas Power & Light 1st 5s 6.1.37 2.2 2.0 101 4.8 Safe investment. 
Third Avenue R. R, Ist 68........-..+00++ 7.1.87 1.6 1,9 90 7.6 Among the stronger traction issues, 


% Our preferenves in above list. f+ Fixed ress ene times earned is computed on an “Over all’ basis. In the case of a railroad, the item inclufles 
inferest on funded and other debt, rent’ for leased roads, = see rerits, eté.; in the chse of a publi¢ utility it includes intevext on fided 


and whfunded debt, subsidiary preferred dividends, mirtority etc. 
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Waits Only for General 


Improvement 


Conservative Management and Past Record Attest 
Potentialities for Recovery on Moderate Traffic Gain 


By Prerce H. Futton 


market of the old stock out: 








LITTLE more than 
thirty years ago a man 

came out of the Cen- 

tral West into Wall Street. 
In the part of the country 
that had been the center of his 
activities up to that time he 
had been known first as a mar- 
velous salesman, then as a 
large stockholder and impor- 
tant official of a company that 
was soon to become one of the 
most important subsidiaries of 
the United States Steel Corp. 
The first of the so-called 
“Billion Dollar Trusts,” was 
not in existence when John 
W. Gates came to New York 
from Chicago. J. P. Morgan, 
the elder, had that gigantic 
undertaking in the making. 
Gates took an active part in 
its organization. He had to 
he dealt with for he held con- 
trol of the American Steel 
& Wire Co. He sold out to 
the “Big Trust” and then 
opened one of the largest, and 
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standing, enough to give him 
at least “working control.” 

In the meantime the new 
stock had not been issued and 
the international banker and 
his friends found themselves in 
a most embarrassing and criti- 
cal predicament, as they were 
not able to get stock with 
which to make deliveries on 
the “short contracts” into 
which they had entered in the 
open market. 

As in the case of the North 
ern Pacific corner, which 
grew out of the titanic strug: 
gle between E. H. Harriman 
and James J. Hill to acquire 
control of that property, set: 
tlement with the “shorts” was 
taken to the elder J. P. Mor: 
gan. The Louisville & Nash- 
ville situation was arranged on 
the best terms possible, Mr. 
Gates’ stock was taken over 
and control of the property in 
due time was lodged with the 
conservative Atlantic Coast 











for those days, one of the most 
active, stock exchange houses 
in the Street. 

John W., father, Charles G., son. 
familiarly known as “Charlie” and 
“Bet You a Million” Gates, did many 
sensational and spectacular things dur- 
ing their comparatively brief careers in 
New York's financial. district. 

Gates, the elder, having heard that 
a prominent international banker, who 
had been the recognized head of the 
Louisville & Nashville Railroad for 
years, and some of his associates, had 


32 


“gone short” of a block of new L. & N. 
stock that has been authorized by the 
directors but not issued to the stock- 
holders, thought he saw a chance to 
catch them in a tight place and also 
to acquire control of the road. Al- 
though he really had no use for the 
property, and was in no sense a rail- 
road man, this plunger in stocks, and 
in everything in which there was a 
gambler’s chance, “pitched in” and 
hought great quantities in the open 


Line Railroad Co. This trans- 
action was actually consummated 
through the purchase by the latter com: 
pany of 306,000 shares of the 600,000 
shares then outstanding. With stock 
dividends declared in the meantime, 
Atlantic Coast Line now owns prac 
tically $60,000,000 of the $117,000, 
000 Louisville & Nashville stock av 
thorized and issued. The original deal 
was put through as of November |, 
1902. 

In the nearly 30 years that have in 


THE MAGAZINE OF WALL STREET 





a 


tervened Louisville & Nashville has 
been under conservative ownership and 
management, the same as it was before 
John W. Gates made his spectacular 
plunge into the shares in the open mar- 
ket and acquired at least technical con- 
trol for a brief period. For years, until 
his death at the age of 83, in 1931, 
Henry Walters, as chairman of both 
the Atlantic Coast Line and Louisville 
@ Nashville, dominated the policies of 
both companies. In reality, he con- 
trolled personally the two properties. 
The Atlantic Coast Line Co., a Con- 
necticut corporation, owns control of 
the stock of the Atlantic Coast Line 
Railroad Co. The latter, in turn, owns 
a legal majority of L. & N. stock out- 
standing, as we have seen already. Mr. 
Walters, as the owner of the controlling 
interest in the Atlantic Coast holding 
company, likewise, in turn, controlled 
the two railroad companies. 

His management was conservative 
but aggressive and up to date, as was 
that of his father before him in the 
Atlantic Coast Line Railroad Co. The 
two roads have had strong men as 
presidents, who had direct charge of 
operation and with whom Mr. Walters 
never interfered. Milton H. Smith was 
recognized everywhere for years as one 
of the outstanding old school railroad 
leaders. His headquarters were in 
Louisville, Kentucky. Only a few peo- 
ple in New York City knew or ever 
saw the man. But he was eternally 
“on the job” as president of L. & N. 
and got the results that made possible 
its enviable dividend record and high 
credit for so many years. 


Present Conservative Management 


The present president, W. R. Coles, 
is regarded not only as a strong man for 
the L. & N. but is a commanding fig- 
ure, who speaks with 
commanding voice at all 
the general meetings of 
railway executives that 
are held at frequent in- 
tervals to discuss and act 
upon the many and big 
problems with which the 
railroads of the United 
States are confronted. He 
was the presiding officer 
at the most recent of such 
meetings, held in New 
York City the first week 
in October, to consider 
the question of reducing 
the wages of unionized 
labor on the railroads 
after the present agree- 
ment for one year, call- 
ing for a deduction of 
10%, expires February 1, 
next. 


for OCTOBER 29, 1932 


The Louisville & Nashville has been 
a railroad for many years, for it was 
chartered under Kentucky laws in 
1850. The main line was opened No- 
vember 1, 1859, or 73 years ago, lack- 
ing a few days. From small beginnings 
through the construction of new lines 
and the purchase or leasing of others, 
the property has grown until the aver- 
age operated mileage in 1931 was 
5,265. It will be practically the same 
for this year. 

The road serves such important cities 
as Louisville, Nashville, St. Louis, Cin- 
cinnati, New Orleans, Birmingham and 
Pensacola. They are all big traffic-pro- 
ducing centers. In between are other 
important traffic-producing areas, not- 
ably the bituminous coal fields which, 
in 1931, contributed 59.49% of the 
company’s total freight business. 

The following are Louisville & Nash- 
ville’s principal owned or leased roads: 
Chicago, Indianapolis and Louisville, 
644 miles, a majority of whose stock 
is owned jointly with Southern Rail- 
way, and which the Baltimore & Ohio 
wanted to include in its system under 
the general consolidation plan for the 
eastern roads. Nashville, Chattanooga 
& St. Louis, of which a majority of the 
stock is owned by L. & N., and which 
has 946 miles of line. Georgia Rail- 
road and subsidiaries, leased jointly by 
L. & N. with Atlantic Coast Line, and 
which had 554 miles in operation last 
year, Carolina, Clinchfield & Ohio also 
jointly leased the Atlantic Coast Line, 
309 miles. : 

As the L. & N. serves the South 
Central States and the Atlantic Coast 
Line the South Atlantic States, the two 
roads together make a well-rounded 
system, having a natural and profitable 
interchange of freight and passenger 
traffic. As already shown, bituminous 
coal supplies about 60% of the total 
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freight business of Louisville & Nash- 
ville. This commodity, with other 
products of mines, yielded almost 73% 
in 1931. Manufactures and miscellane- 
ous freight came second with 13.23%. 
Products of agriculture represented 
6.12%, forests 4.87%, animals and 
products 0.86%—altogether 97.78%, 
the remaining 2.22% being what is 
known as “L. C. L.,” or less-than-car- 
load-lot freight. 

Louisville & Nashville’s bituminous 
coal business was off 6,290,000 tons in 
1931 compared with 1930. For the 
first 7 months of this year there was a 
further shrinkage. Just recently, how- 
ever, there has been a picking up in 
this class of traffic from the Kentucky 
fields, because of the strike of bitumi- 
nous miners in Illinois. 


Many Factors Favorable 


The lines of the L. & N. are favor- 
ably located to get freight traffic of 
many kinds, and likewise passenger 
trafic, when they are to be had. The 
capitalization of the road is moderate. 
It is not burdened with a heavy funded 
debt, as fixed charges in 1931 amounted 
to only $10,428,000. As industry re- 
covers still further and there is a corre- 
sponding increase in the demand for 
bituminous coal, L. & N.’s gross earn- 
ings should expand accordingly. 

Expenses have been reduced to a low 
level. The number of employees, for in- 
stance, is only about half what it was 
in 1929. Because of the extent to 
which expenses have been brought 
under control, net profits should be 
large in proportion to improvement in 
gross earnings. That this will be pos- 
sible was shown by the statement for 
August. With a larger movement: of 
coal, for the reason already given, the 
falling off in gross was considerably less 

than it had been in pre- 
vious months, while the 
net was $853,253, or only 
$100,000 less than for the 
corresponding month of 
1930. 

In other words, the L. 
& N. has a plant with 
which to make money, as 
it did for so many years, 
before the present period 
of depression. All that is 
needed is more traffic. 

For years this company 
paid liberal dividends at 
rather widely varying 
rates. Disbursements were 
begun as ‘early as 1860, 
only one year after the 
opening of the main line. 
For that year payments 

’ totaled 6%. In the early 
(Please turn to page 54) 
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What To Do With Insull Securities 


Collapse of Huge Utility Pyramid Involves Securities which Vary 
in Worth Between Sound Bonds of Strong Operating Companies 
to Thin Equity Stocks, Common Stocks of Holding Companies 


By Francis C. FULLERTON 





99,500 shareholders, a gain of 





HE aftermath of the In- 

sull utility collapse finds 

a host of uncomfortable 
investors in the multitudinous 
companies controlled by this 
group with securities drastical- 
ly depressed in price as a re- 
sult of the stigma of actual or 
possible default or receiver- 
ship. 

Actual receivership has al- 
ready occurred in the case of 
the major holding company of 
the Insull utilities, the Middle 
West Utilities Co., as well as 
in a number of the inter- 
mediary holding companies of 


situation. 


In response to a multitude of questions as 
to the wisest course to pursue with regard to 
securities involved in the Insull pyramid, we 
have prepared this unbiased appraisal of the 
The accompanying table and the 
companies discussed in the body of the article 
show the current position and recommended 
procedure for holdings in the principal com- 
panies in which there is large popular security 


interest. 


56% during the two depres- 
sion years of 1930 and 1931. 

Beside the Middle West 
Utilities Co. and the two in- 
vestment corporations above 
mentioned, the Insull utility 
empire consisted of one other 
holding company system, Mid- 
land United Corp., and three 
operating companies, Public 
Service Co. of Northern IIli- 
nois, Commonwealth Edison 
and Peoples Gas Light @ 
Coke, the two latter serving 
the city of Chicago and en- 


virons with electricity and 





gas respectively. 





this vast system which spreads 
itself over thirty-two states of 
the Union. The two huge investments 
companies created by the Insulls, the 
Insull Utilities Investments and Cor- 
poration Securities, have also collapsed. 
Although a reorganization of major 
scope must undoubtedly be consum- 
mated, with its many complicated prob- 
lems regarding the rights of the dif- 
ferent creditors and security holders, 
yet many of the underlying issues of 
the Middle West system occupy a 
sound position with respect to assets 
and earnings which entitle them to be 
rated as reasonably sound issues, which 
should not be disturbed. The reor- 
ganization gives no promise at the 
present time of being rapidly consum- 
mated, so that holders of different 
issues may be obliged to wait for a con- 
siderable time before knowing the 
eventual status of their holdings. 


To Sell or Hold? 


Awaiting the development of this 
reorganization, many security holders, 
whether of the sound or the defaulted 
issues, are uncertain what to do. 
Should they continue to hold their is- 
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sues, or are the prospects such that it 
is advisable to sell even at the severe 
losses which present prices mean in 
most cases? 

A sound underlying issue with good 
security and earning power should not 
be sacrificed at these low levels. In 
other instances switches would be ad- 
vantageous into issues wherein the 
prospects appear better for ultimate 
price recovery. The quotations of 
some of the defaulted issues are so low 
that very little can be realized from 
their sale at present prices, and in such 
cases it appears advisable to continue 
holding even though the prospects seem 
remote for recovery. There is at least 
the chance that some special factors 
may come to light later in the re- 
organization which may cause a con- 
siderable betterment in prices. 

The great confidence, misplaced 
though it was, which the investing pub- 
lic had in the Insulls is strikingly 
shown by the more than 250,000 stock- 
holders and tens of thousands of bond- 
holders in the various companies under 
their control. At the close of 1931, 
Middle West Utilities Co, alone had 


The total assets of the util- 
ity companies within the Insull fold at 
the end of 1931 amounted to over two 
billion dollars—Middle West with 
1,100 millions, Commonwealth Edison 
with 310 millions, Midland United 
with 310 millions, Peoples Gas with 
170 millions and Public Service of 
Northern Illinois with 150 millions. 
The two investment corporations at 
their peak in 1929 had assets of some 
400 millions. The gross revenues of 
the utility properties exceeded 350 
millions of dollars annually. 


Effects of Middle West Collapse 


With the collapse of Middle West 
Utilities and the two investment com: 
panies, Insull Utilities Investment and 
Corporation Securities, the issues of the 
companies directly involved slumped to 
the vanishing point, although for some 
weeks previously prices were reflecting 
the imminence of this occurrence. 

The effect of the collapse, however, 
was more sinister than this because not 
only were the value of the underlying 
securities of the Middle West system 
carried down sharply even though in 
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Status of Some of the 
of the Middle West 


Important Issues 
Utilities System 





Interest or 
Pfd. Divd.% 


Security (times 
earned 1931) 


Market COMMENT 
Pri 


ce 





5% Notes due 1932-35 0 
$6 Preferred 
Common 


as 
Middle West Utilities Co, 1 


(a) The top holding co, of the Insull utilities. Hold bonds 


7 
Pe as speculation; preferred and common of doubtful value, 





Central and South-West 


$6 and $7 Prior Pfd. 
Utilities Co, $7 Preferred (Cum.) 


Common 


1.36} 
1 


No dividends on prior and preferred stocks, In view 
of low price, however, hold these issues for speculative 
possibilities. 


n, @ 
9 
1% 





American Public Service 7% Preferred 


Preferred dividend omitted July, 1932. A very thin 
issue of intermediary holding co., but would not sacrifice 
now. 





Insull Utility Investment Deb. 53/49 and 63/40 


An investment co. holding Insull utility stocks, Heavy 


bank loans make bonds of doubtful value. 





Deb. 5s, 1978 
6% and 7% Pfd. 


National Electric Power Co. 
Class A Common 


Preferred and Class A of doubtful value; hold bonds as 
speculation at these levels. 





Deb. 5s, 1978 
be and $38% Pfd. 


National Public Service Co, 
lass A Common 


Bonds secured by pledge of certain subsidiary stocks. 
Value of Preferred and Class A in reorganization doubt- 
ful. Hold as speculations, 





Altoona & Logan Valley Elec. . Cons. 4%s, 1938 


Rwy. 


Chiefly a traction property, but some electricity, Bonds 


16% (d) 
are first mortgage. Hold for present, 





Seaboard Public Service $6 and $3% Pfd. 


Intermediary holding co, In receivership, but preferred 
might be held for speculation because of present low 
price, 





Ist and Ref, 544/46, 5/50 \ 


Virginia Public Service Co. Deb. 6, 
7% and 6% Preferred 


These bonds and preferreds of this underlying company in 
fairly secure position, with fair margin of earnings, 





$6 and $7 Prior Pfd. 
$6 and $7 Pfd. 


New England Public Service 
$6 Conv, Pfd. 


Prior lien preferreds in fair position, but earnings cover- 
age for preferred and convertible preferred narrow, 





1% Prior Lien Pfd. 


Northwest Utilities Co. 
1% and $6 Pfd. 


Earnings coverage for prior lien preferred not very large. 
Hold in view of low price, 





United Public Utilities Co. First Lien era 5% /47 


In receivership, but October interest paid. At price 


over 40, might switch into other issues, 





Coll, 68/42 


United Public Service Co. 
Deb. 644/33 


A very thin equity for bonds, but hold for some possible 
recovery. 





West Texas Utilities lst Mtge. 5s, 1956 


First mortgage on properties supplying chiefly electric 
service to a large number of smaller communities, Rea- 
sonably sound security. 





Public Service of Oklahoma lst Mtge. 5/61, 5/57 
Prior Lien Pfd, 


Bonds are a sound security of a company which supplies 
chiefly electric service to some 113 communities, Pre- 
ferred in fair position. 





Ist 5s and 6s 


Southwestern Gas & Electric 
7% and 8% Pfd. 


Bonds secured by mortgage on property ing 


furnish 
chiefly electric service, Preferreds in fair position, 





Central Illinois Public 


Ist 4%, 5, 6s 
Service $6 Pfd. 


Bonds reasonably safe investments secured by mortgage. 
Margin of earnings on preferred not very liberal, 





Kentucky Utilities Ist 5s, 54s, 64s 
6% Pt 


Bonds and preferred stock in comfortable situation with 
respect to earnings, 





Ist & Ref, 58, 4%s 


Jersey Central Power & 
Light 5%%, 6%, 71% Pid. 


Bonds and preferred stock sound investment mediums of 
operating company, 





Ist 5%s/79 


Florida Power Corp. 
Ist 5448/56 


1,51 


Bonds reasonably safe investment, secured by mortgage. 


58 Earnings margin not very large. 





% Interest and preferred dividend coverage figured on an ‘‘over-all’’ basis. 
+ No recent quotation available, 


(d) Payment on issue has been defaulted. 
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many cases intrinsically sound, but the 
securities of strong companies, identi- 
fied with Insull interests but not part 
of the Insull pyramid such as Com- 
monwealth Edison, Peoples Gas, and 
Public Service of Northern Illinois, 
were also severely depressed. These 
three operating companies are by stand- 
ards of comparison, conservative units 
in the utility field, and no undue ap- 
prehension need be 


ties in various of the Insull companies. 

The climax came in the Spring of 
1932, when various maturities had to 
be met. Conditions in the bond and 
the money markets made refunding 
virtually impossible and with no funds 
to meet the maturing issues, the day 
of reckoning arrived. It is quite pos- 
sible that had the system been able to 
arrange ‘for its bank loans and maturi- 


At the base of the pyramid structure 
are the operating companies. Super- 
imposed on these are the intermediary 
holding companies, and on top of these 
the Middle West Utilities Co. The 
intermediary holding companies were 
planned along regional lines. The 
financial pattern of the system was 
such that a change in the earnings of 
the operating properties would be con- 
siderably magnified in 
terms of the inter- 





felt concerning their 
future. Their out- 


THE INSULL INTERESTS 


mediary holding com- 
pany securities and 





look has not been 
darkened by the 
crash. 

It may puzzle many 
people why the 
shrewd Samuel Insull, 
the head of the vast 
Insull utility enter- 
prises and, since the 
pioneering days in 
public utilities back 
in the 1880s, so suc- 
cessful in his under- 
takings, should have 
been caught in such 
a huge failure. But 
for one thing, he 
plainly misjudged the 
duration and the se- 
verity of the present 
depression. During 
1930 he expanded his 
Middle West Utilities 
by large scale acquisi- 
tions and continued 
to do so until well 
into 1931, financing 
this expansion largely 
by bank loans and 
short term notes. 

Middle West Utili- 
ties Co. itself was a 
complicated _ utility 
pyramid representing 
the top holding com- 








RAMIFICATIONS OF 


Seely 


OA INDICATES-HOLDING CO. -ALL OTHERS F 
ARE OPERATING COMPANIES F a 
MIDAANCHES NOT LABLED REPRESENT SUBSIDIARIES fi nat S 


the securities of the 
top holding -company. 
Roughly, 75% of 
the operating com- 
panies’ capitalization 
consisted of interest 
or fixed dividend 
bearing securities and 
only 25% in common 
stock. The latter in 
most cases is wholly- 
owned by one or an- 
other of the inter- 
mediary regional 
holding companies, 
which in turn is simi- 
. larly capitalized, i.e., 
75% of its capitali- 
zation in fixed income 
bearing securities. 
The common stock of 
the intermediary hold- 
ing companies, final- 
ly is held by Middle 
West Utilities Co., 
the top holding com- 
pany. 
It is obvious that in 
a financial scheme of 
this nature, the far- 
ther away a security 
is from the actual op- 
erating properties, the 
thinner the margin of 
earnings and the 











pany piled up on a 
series of intermediary 
holding companies. Some of the op- 
erating units were four steps removed 
from Middle West, indicating a very 
thin equity in the earnings and the 
property of the system 

The immediate cause for the collapse 
of Middle West was the inability or 
impending inability to meet a large 
issue of maturing notes. But even be- 
fore this occurred, the two investment 
companies found themselves in dire 
circumstances as a consequence of de- 
pressed value of their portfolios and 
large bank loans which were seriously 
impaired. The investment companies 
were organized in 1928 and 1929 to 
“perpetuate the control of the present 
management of Middle West and the 
Chicago operating companies” and 
each of them held large blocks of securi- 
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ties that the Middle West Utilities Co. 
could have weathered the depression. 
As it is, reorganization will take place, 
affecting chiefly the top and the in- 
termediary holding companies, and to 
a lesser extent, or not at all, the operat- 
ing companies. 

Even if Middle West Utilities had 
been able to keep itself in a financially 
solvent condition, difficulties with re- 
spect to the continuance of the pay- 
ment of dividends and perhaps interest 
on some of the issues in the system 
would have been experienced because 
of the decline in earnings of the sys- 
tem. This decline in earnings was felt 
more by the intermediary and top 
holding companies than by the operat- 
ing companies, because of the pyra- 
midal scheme of the system’s set-up. 


saféty of the security. 
The operating company bonds and pre- 
ferred stocks occupy the best position, 
and indeed, most of the operating 
company securities of the Middle West 
system are in a fairly sound position. 
It is in the intermediary holding 
companies and the top holding com- 
pany where the chief havoc has oc- 
curred. The decline in the earnings of 
the operating companies had proceeded 
far enough to impair to a considerable 
degree the margin of safety of their 
own bond and preferred stock issues. 
The effect on the intermediary and top 
holding companies, however, became 
greatly magnified leaving these in seri- 
ous plight. 
In determining the status of the dif- 
ferent securities of the Middle West 
(Please turn to page 61) 
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Buying On Red Ink 


Unusual Opportunities Offered in Unusual 
Times to Investors With Foresight and Courage 


By J. C. Crirrorp 





the equivalent of nearly $400 





ERHAPS the best known 
method of evaluating 
common stocks is by 

means of earning power. Yet, 
it cannot be taken as the only 
yardstick of value. Earning 
power alone is no guarantee of 
safety and what is more the 
security buyer who proceeds 
entirely on this basis is certain 
to neglect numerous attractive 
opportunities for substantial 
profit. 

It sounds logical, of course, 


In these days when so much weight is ac- 
corded to present earnings and those imme- 
diately in prospect it is peculiarly interesting 
to examine that large group of companies who 
are currently bereft of profits, in order to dis- 
cover those organizations with possibilities for 
substantial recovery. Among them lie possi- 
bilities of substantial price enhancement. 


eight years later. The Atlan- 
tic Refining Co., which had 
been paying dividends at the 
rate of $20 a share reported a 
large operating deficit in the 
last depression and was in the 
“red” again in 1923. But no 
one who paid $1,000 for the 
stock in 1921 had cause to re- 
gret it in later years. Sears, 
Roebuck reported an operat- 
ing loss of more than $16, 
000,000. The company quickly 





recovered, however, and even 





that the more a company earns 
the more its stock should be 
worth. And equally logical that a 
rough and ready ratio should be de- 
cided upon in order to simplify the 
tule’s application. But how is it that 
U.S. Steel proved to have been easily 
worth $120 a share in 1924 when its 
earnings were in the neighborhood of 
$12 and is considered now to have been 
grossly overpriced at $250 in 1929 
when its earnings were $21.19 a share? 
Other examples of the same incon- 
sistency are easily found among our 
very best companies. In 1921, for ex: 
ample, Union Pacific earned slightly 
more than $12 a share. Anyone buy- 
ing it at the year’s high of $130 
a share put himself in a position to 
profit greatly at some later date. In 
1929, was $300 a share too much to 
pay for this same stock which reported 
earnings of $20.37 a share and had in 
addition substantial “equity” profits? 
Well, as it turned out it was, but not 
on the old price-times-earnings rule. 


When “Nobody Wanted Them” 


The most cursory review of past his- 
tory shows that there is infinitely more 
money lost in buying high earning 
power for a high price than in buying 
low earning power for a low price. 
Both Steel and Union Pacific did 
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nobly by purchasers who risked their 
capital when the outlook was anything 
but encouraging, and earnings non- 
existant. But purchasers who waited 
for the highest of earnings and the best 
of outlooks fared far less satisfactorily 
than those who had sufficient foresight 
and courage to risk a moderate sum on 
their ultimate future. From this it fol- 
lows that the nearer a company is to 
bankruptcy, provided it has the indus- 
trial position and prospect and the 
financial strength to ultimately make 
good, the more profitable it will be to 
a purchaser of its stock. Let us take a 
few haphazard examples from the past 
where it has been profitable to obtain 
an interest in a losing concern, when 
figures were all in red ink. 


In the depression of 1921, scores of 
companies reported deficits only to be 
numbered among the blue chips of the 
subsequent boom. Anaconda copper 
reported a deficit of nearly $14,000,- 
000 before fixed charges for the year. 
Yet a purchaser of the stock even at 
the year’s high was later given ample 
opportunity to liquidate his holdings at 
much higher levels. In 1921, the 
American Smelting & Refining Co. 
failed to earn preferred dividends by a 
wide margin. The common stock which 
could have been bought for $30 sold at 


today’s price is equivalent to 
more than double that for which it 
could have been bought in 1921. 
Other examples are not difficult 
to find. U. S. Industrial Alcohol, 
Vanadium, Loose-Wiles, Mathieson 
Alkali, all employed red ink in the last 
depression. Jewel Tea proved to be a 
star performer. After the war the 
company found itself in serious difficul- 
ties. In 1920, the loss of $2,300,000 
for so small an organization was very 
serious. The $100, 7% cumulative 
preferred stock sold below $8 a share 
and the common at $3, But the com- 
pany came back. Large dividend ac- 
cumulations on the preferred stock 
were paid off and the issue eventually 
redeemed at $125 a share. A $300- 
speculation in the common, plus sub- 
scriptions to new stock costing $3,300, 
was at one time worth nearly $20,000 
Even today it is worth in the neighbor- 
hood of $7,500. 


Not Always Red vs. Black 


It is not intended, of course, to give 
the impression that a deficit is neces- 
sarily a buying signal. The purchase 
of American Woolen in 1924 on the 
strength of a handsome deficit would 
only have been attended with unfor- 
tunate results, for the company has 
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used red ink in every year since. Then 
there are always those curious cases 
which it is difficult to explain. For ex- 
ample, Continental Motors, which was 
thought to be well entrenched in the 
field, lost money in 1921 and never did 
anything very wonderful afterwards. 
But General Motors, which was not 
much of a company at that time and 
whose surplus was impaired to the ex- 
tent of $65,000,000 in 1921, recovered 
in such style that it soon proved a loss 
of this kind to be of little moment. 

The selection of the last depression 
as a base for demonstrating the profit 
able possibilities in a company which 
is losing money is perhaps less biased 
than one would think. After all, the 
most logical time for a sound company 
to lose money is in depression. There 
will be few indeed sound, well-managed 
concerns operating at a loss at a time 
when general business is booming and 
if one should be encountered in the 
future the prospective purchaser would 
do well to investigate with the utmost 
thoroughness before actually commit- 
ing himself. 


In Red Ink Now 


At the present time, business is un- 
doubtedly depressed. There will be 
no difficulty in finding companies which 
are losing money. Many, however, 
will undoubtedly emerge from their 
troubles and again be profitable. Some 
will even scale new heights if precedent 
means anything at all. Let us attempt 
a selection of the most promising. 

The problem is essentially one of 
finding those which have been tem- 
porarily stranded by the ebb of the 
business tide and which will float again 
when it rises. Those who are ill- 
equipped to wait the turn and those 
aground amidst the flotsam and jetsam 
which high on the beach mark the ex- 
treme height of the greatest boom ever 
known, must be avoided. A desirable 
company is one engaged in 


is depression—the companies in this 
class will be those which are obliged 
to carry big inventories. Large re- 
tailers provide excellent examples. It 
was the price decline that caused Sears, 
Roebuck to lose so much money in the 
depression of 1921 and it was a price 
decline which caused the same com- 
pany to make markdowns totalling 
$4,600,000 in the retail division alone 
during the first half of the present year. 

Yet, no one can seriously doubt that 
retail trade will improve materially at 
some time or another. For individual 
businesses it is merely a question of be- 
ing able to weather the present storm. 
In the case of Sears, Roebuck the com- 
pany’s strong financial position, entire 
lack of funded debt and well-en- 
trenched position in the field, lend 
every assurance that it will emerge suc- 
cessfully, just as it did from the un- 
pleasant experience of the last depres- 
sion. 

There are other companies, losing 
money at the moment, which are simi- 
larly situated. The electrical equip- 
ment field, depressed as it is, must 
sometime again be profitable. . Here, 
the Westinghouse Electric & Manufac- 
turing Co. might well be a logical 
choice. At the end of last June, the 
company owed no money either in the 
form of bank loans, notes, or bonds. 
Its total current assets amounted to 
more than $94,000,000 whereas cur- 
rent liabilities were less than $6,000,- 
000. True, the loss for the first nine 
months was $5,917,250, but it must 
be remembered that during the period 
the company did more than $58,000,- 
000 worth of business and there will 
surely come a time when even this com- 
paratively low volume can be made 
profitable again. The company has al- 
ready over the past two years put into 
effect economies in indirect expense 
which are estimated to have resulted 
in monthly savings exceeding $3,- 
400,000. 


The steel industry is another field 
which must recover eventually. In this 
so far as losing money is concerned, 
there is a wealth of material from 
which to choose. Indeed, of the major 
companies there is apparently only one 


not in the “red.” For our purposes, 
U. S. Steel, Bethlehem Steel, Young; 
town Sheet & Tube and American 
Rolling Mill are all candidates. Tak. 
ing into account the price for which 
the stocks of these companies are cur 
rently selling, Bethlehem Steel and 
American Rolling Mill appear to offer 
the greatest possibilities. The latter 
was discussed in a recent issue of Tur 
MAGAZINE OF WALL STREET. The 
former, while undoubtedly hard hit, has 
expanded rapidly in recent years and 
is now so powerfully entrenched in the 
field that the ultimate recovery might 
well be a brilliant one. 


Depressed Industries 


The country’s railroads comprise yet 
another basic industry currently suffer. 
ing the hardships of the condemned. 
Here, the danger of receivership tak- 
ing place before the eventual improve- 
ment is much more likely than in other 
fields. Nevertheless, there are a num- 
ber of roads where this is improbable. 
Northern Pacific, for example, will fail 
to earn fixed charges this year if one 
excludes outside interests. Yet, re 
ceivership for this property appears a 
very remote possibility. Southern Pa: 
cific or the small Central Railroad of 
New Jersey are others where the pros 
pect is not over-obscure. Of the big 
eastern systems, New York Central un- 
doubtedly possesses possibilities as an 
out-and-out speculation, despite the 
fact that it possesses a formidable float: 
ing debt, which either must be liqui 
dated or funded before the common 
stock can reasonably expect to receive 
anything in the way of a dividend. 

Those with faith in the ultimate re 
covery of the building indus 
try, might possibly consider 





a business which must neces- 
sarily improve sometime, 
rather than one which would 
probably not reflect even 
general betrerment. It would 
have been unwise for ex- 
ample, to have purchased an 
interest in harness manufac- 
ture during the depressions 
of 1907 and 1913. 

On the other hand, there 
are certain businesses which 
are chronic deoression suf- 
ferers, but which will nearly 
always recover in the long 
run. Because depression is 
always accompanied by a 
drastic decline in prices -—— 


= 

















perhaps the decline in prices 
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Safe and Attractive Income With 
Favorable Prospects 


HE selection of companies whose prospects are good 

and whose stocks afford a reasonably safe and large 

return in the midst of a depression as severe as the 
present one is a difficult problem. It is easy to discover 
issues affording a high yield. But a moment’s investigation 
will usually show that there is a reason for an excessive 
return; it is far from safe. In such cases the dividend is 
being paid either wholly or partly out of a surplus which 
is already feeling the strain. Then there are those com- 
panies whose ultimate future can hardly be doubted, but 
which at the moment feel that the better part of valor is 
the conservation of cash resources. These are useless to 


the man dependent upon the income from his investments 
to make good a deficiency in other income. He demands 
a fair and safe return on his capital. At the same time, 
it is most desirable to take a position which is not wholly 
devoid of prospective price enhancement based on grow- 
ing profits. To meet these requirements, the listed security 
markets have been combed and six issues which, in our 
cpinion, come nearest to satisfying them are presented here- 
with. It will be seen that they represent widely different 
fields of industry and we therefore suggest that advantage 
be taken of this condition by avoiding undue concen- 
tration. 





Coca-Cola Co. 


Price — 1932 Div. Yield 
High Low Recent $ % 
120 741% 92 7 plus 7% 
Working capital per share .................... $13.96 
Latest earnings per share (6 mos. to 6/30/32)..... $5.08 


OCA-COLA is unique. In its forty-six years of ex- 
istence, it has seen literally hundreds of other 
beverages come and go. These others are intro- 
duced, advertised, become popular for a time — and 
then die. But Coca-Cola’s sales establish new high 
records with almost monotonous regularity. Coca- 
Cola has seen prohibition in this country come, and 
perhaps benefited to some small extent. Yet, should pro- 


hibition go, there is every reason to believe that such a. 


change would prove of no more than passing inconvenience, 
for the trend of Coca-Cola sales are almost perpendicularly 
upwards in Canada, Cuba and other foreign countries 
where the joys of prohibition are unknown. 

No attempt will be made to assign a reason for Coca- 
Cola’s phenomenal success. It is advertised; but so are 
other beverages. It is cheap; so are others. It has a distinc- 
tive flavor and quenches one’s thirst; so do the others. Let 
it sufice that Coca-Cola has been profitable, is profitable, 
and promises to be profitable in the future. The company 
has grown from nothing to an enterprise which is appraised 
in the open market, even by today’s pessimists, around 
$125,000,000. 

On an earnings basis, the appraisal is not an excessive 
one. Last year, a net profit of more than $14,000,000 was 
shown, which is considerably more than 10% on the mar- 
ket’s appraisal. For the first half of this year, the com- 
pany reported a net profit of $6,123,537, comparing with 
$6,438,896 in the corresponding previous period. In view 
of the fact that the company’s earnings in 1931 established 
a new high record, the moderate decline shown this year 
is not particularly alarming. On a per-share basis, last 
year’s earnings were equivalent to $11.82 after all charges 
and dividends on the Class A stock, while the profit shown 
in the first half of 1932 was equal to $5.08 a common share, 
against $5.40 a share in the six months of 1931. 

At the present time, the Coca-Cola Co, is paying a 
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regular dividend of $7 a share annually, in addition to 
which an extra of 25 cents quarterly is usually declared. 
There is every reason to believe that both these payments 
will be covered with a comfortable margin to spare in the 
current year. To be conservative, however, it might be 
good policy to consider the extra not entirely assured. On 
the basis of a $7 dividend Coca-Cola common yields more 
than 71% at the current price of $92 a share. On an 
$8 basis the yield is more than 814%. 

Further assurance that a satisfactory dividend will be 
maintained by the Coca-Cola Co. is to be derived from 
a glance at the company’s latest balance sheet. At the end 
of last year, despite the fact that there was purchased in 
the open market 88,874 shares of the company’s Class A 
stock, current assets totaled $17,196,000, while current 
liabilities amounted to only $3,239,000. The Coca-Cola 
Co. has no funded debt. The only capital liabilities com- 
prise 1,000,000 shares of Class A stock entitled to pre- 
ferred dividends at the rate of $3 annually, and 1,000,000 
shares of no-par common stock. Of the Class A the com- 
pany itself owned 308,620 shares at the end of last year 
and has undoubtedly bought more since that time. 

In the common stock of the Coca-Cola Co. the prospec- 
tive investor will find a combination of high yield, safety 
and prospects, which is not easy to duplicate at the present 
time. 


Beech-Nut Packing Co. 


Price — 1932 Div. Yield 
High Low Recent $ % 
45 29% 40 3 7.5 
Working capital per share .................... $32.00 
Latest earnings per share (6 mos. to 6/30/32)..... $2.29 


EECH-NUT PACKING common stock is one of the 
few remaining old reliables that have maintained divi- 
dends through periods of depression and prosperity 

for more than a generation. Perhaps one powerful reason 
for this may be discovered in the circumstance that over 
half of the stock has been closely held for many years by 
President Bartlett Arkell, his family and business associates. 
Incidentally another 10% is owned by the Gold Dust 
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Corp., while the remainder seems to be so highly regarded 
by investors that it is not among the most frequent issues 
to appear in the day’s quotations. In fact the market for 
this stock is often so thin that, if one places an order to 
buy or sell, it is well to put a limit upon the price. 

The company’s growth has been steady, but not especially 
spectacular. Incorporated in 1899, it has paid dividends 
without interruption since 1902 at a conservative rate, with 
occasional cash and stock extras. Whatever the company 
sells is among the best of its kind, and the Beech-Nut 
trade-mark has always stood for quality. Originally all 
efforts were concentrated upon high grade ham and bacon; 
but gradually other non-perishable edibles were added until 
now the menu includes beef, pork and beans, macaroni, 
spaghetti, biscuit dainties, peanut butter, coffee, tomato 
juice cocktails, canned tomatoes, chile sauce, tomato cat- 
sup, marmalade, confectionery, and chewing gum. Of re- 
cent years, however, over half of the company’s sales, and 
an even greater proportion of the profits, have been in 
chewing gum and confections sold in five-cent packages. 
In fact the company is now one of the three largest pro- 
ducers of chewing gum. 

Except for branches in England and California, and a 
paper carton plant in West Virginia, all of the company’s 
production is concentrated in three factories located in New 
York State. Large sums are spent on advertising, and dis- 
tribution is through chain stores and independent retail out- 
lets throughout the United States and England. The com- 
pany has a contract with the 3,300 United Cigar Stores, 
now in receivership, which runs until 1937; but this is 
doubtless profitable to the chain, and so, perhaps, will not 
be disturbed in the reorganization. 

Per share earnings on the common reached an all time 
high of $6.06 in 1929; but have since declined considerably 
on account of diminished purchasing power of the general 
public, and losses on assets incident to the decline in com- 
modity prices, foreign exchange, and investment holdings. 
The present dividend rate of $3 has been maintained since 
1922, with occasional cash and stock extras prior to 1930. 
There are no bonds nor preferred stock ahead of the 446,- 
000 shares of common, and the company is in exceptionally 
strong-financial position. Cash, Governments, and market- 
able securities (at market prices on June 30, last) amount 
to seven millions compared with only 31% millions at the 
end of 1929. Thus a resumption of extra dividends ap- 
pears likely after earnings recover with a return of gen- 
eral prosperity. Under present conditions, competition is 
obviously rather severe; but the company has always met 
this successfully and will doubtless continue in the future 
to more than hold its own. At present yield of around 
7.5%, the common stock may thus be rated as a sound and 
attractive long-pull investment. 


Bon Ami Co. 


Price — 1932 . Div. 
High Low Recent x 
54 31 50 
Working capital per share 
Latest earnings per share (6 mos. to 6/30/32) . $5.35 


ANUFACTURING a well-advertised cleaning 
M compound under the trade-mark “Bon Ami,” the 

Bon Am: Co. and its predecessors have been ex- 
ceedingly profitable for nearly fifty years. The present 
company dates from 1915. Since its formation there has 
never been an interruption in the payments of cash divi- 
dends. Today, the company is an important factor in the 
manufacture of cleaning compounds, both in this coun- 
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try and abroad. Plants are located at Manchester, Conn; 
Montreal, Quebec, and Sydney, Australia. Feldspar, the 
principal raw material of the compound, is mined by sub 
sidiaries in New Hamphshire, North Carolina and Queber, 
It is perhaps significant that the Bon Ami Co., despite a 
long and profitable life, has never gone out of its own line. 
The urge to expand has passed the company by and it has 
been content with a comparatively small, albeit a more 
than ordinarily satisfactory, business. This policy is in such 
marked contrast to that generally accepted that one can 
hardly help wondering whether there would not have been 
less corporate debris if it had been more universally fol- 
lowed. Disastrous expansion on the part of small, success. 
ful companies is far too frequent. 

Capitalization is conservative. It consists solely of 100, 
000 shares of. common “A” stock and 200,000 shares of 
common “B” stock. There is no funded debt. The “A” 
stock in which we are here primarily interested is entitled 
to non-cumulative dividends of $4 annually before the “B” 
stock receives anything. But after the “A” stock has re- 
ceived $4 and the “B” stock $2.50, all further dividends 
are distributed equally between the “A” stockholders as a 
class and the “B” stockholders as a class. The “A” stock 
is non-callable. 

While the earnings of the Bon Ami Co. have been ad- 
versely affected to some extent by the depression and the 
consequent curtailment of public purchasing power, they 
are still ample to cover the $4 requirement on the “A” 
stock. For 1931, the company reported a profit of $1,272, 
776 after all charges, compared with $1,356,445 for the 
previous year. Last year’s earnings applied directly to the 
“A” stock were equivalent to $12.73 a share. This shows § 
the margin of safety for the $4 dividend. On the basis 
of maximum distribution, however, last year’s earnings were 
equivalent to $5.86 a share. This shows that the extra 
of $1 paid last year on the “A” stock was about as gen- 
erous as it well could be. 

For the first six months of the current year, earnings 
applied directly to the “A” stock were equivalent to $5.35 
a share, against $6.51 in the first half of 1931, while the 
maximum distribution was $2.42 and $3 a share respec: 
tively. It therefore will be seen that, although the decline 
in earnings during the current year makes little difference 
to the safety of the $4 dividend on the “A” stock, there 
is little chance of an extra under existing conditions. With 
a pick-up in business and earnings, however, the “A” stock 
will become eligible for extras just as rapidly as it has re- 
recently become ineligible under the peculiar provisions of 
its issue. 

For its size, the Bon Ami Co. is very strong financially. 
At the end of last year current assets totaled $2,075,386, 
while current liabilities amounted to less than $200,000. 
Of the current assets more than $1,300,000 was in cash, 
or marketable securities at cost. The quoted value of the 
latter at the end of the year was some $100,000 less than 
cost, but as they comprised United States and Canadian 
Government, municipal and other high grade bonds, a large 
part of this paper loss has probably been made up since 
that time. 

Currently, the “A” stock of the Bon Ami Co. is selling 
on the New York Stock Exchange at about $50 a share 
to yield 8% on the $4 dividend. In view of the fact that 
there is every indication of this being covered at least two- 
and-a-half times over in the present year, the return must 
be considered a liberal one. Also, one must not lose sight 
of the enviable position that the company has built for 
itself and that the “A” stock will participate in the profits 
from this position when general conditions again attain a 
degree of normalcy. 
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Brooklyn Union Gas Co. 


Price — 1932 Div. Yield 
High Low Recent $ % 
89% 46 74 g 6.7 


Working capital per share Small 
Latest earnings per share (6 mos. to 6/30/32) . $3.68 


ITH 2,237 miles of mains and 715,000 active 

W meters installed, the Brooklyn Union Gas Co. 

last year served an estimated population in two 
out of five wards of Queens borough and all but two wards 
in Brooklyn, New York City, with 23 billion cubic feet 
of manufactured gas. From this output it received an 
operating revenue of 25.3 millions of dollars, or an average 
of $1.10 per thousand cubic feet from all classes of cus- 
tomers. Net income after taxes and fixed charges last year 
was the equivalent of 24.7 cents per thousand cubic feet. 
Earnings before charges amounted to 10.1% on total stated 
assets, which is sufficiently large to render possible an agita- 
tion for reduction in rates in the not distant future, despite 
a downward revision in the summer of 1931 which was 
estimated to have saved consumers $400,000 annually. 

In 1925, with operating revenue only 5.5% less than 
last year and under an average gas rate of $1.07 per thou- 
sand, profits before charges were 56.9% less than in 1931 
and only 5.34% on total stated assets. Thus it appears 
that, with only a 3% increase in rates and in the amount 
of gas sold, profits before charges during the past six years 
have risen about 75% despite an increase of only 40% in 
invested capital. Obviously the explanation for this re- 
markably favorable showing is to be found in a tremendous 
gain in operating efficiency. Proceeding further in the 
quest for the cause of this great gain in efficiency the trail 
leads us directly to the big modern plant erected four years 
ago in the Greenpoint section of Brooklyn, whose opera- 
tion has since enabled the company to dispense with two 
smaller plants which were uneconomical to operate. 

The Greenpoint plant was originally financed through 
a $23,000,000 issue of short term notes, the retirement of 
which has just been completed with proceeds from the sale 
of $10,000,000 in 1st & ref. 5s, “B,” °57. Prior to this issue, 
the company had an excess of current liabilities over cur- 
rent assets, owing to the early maturity of the remaining 
7% millions in short term notes; but by crediting to cur- 
rent assets the proceeds from the recent bond issue, it is 
estimated that there is now an excess of current assets over 
current liabilities. In 1929, the company contracted to 
sell its new Greenpoint plant to a Brooklyn subsidiary of 
the Koppers utility interests of Pittsburgh, which are re- 
ported to own about a quarter of the Brooklyn Union Gas 
common stock, with a further agreement that the latter 
company was then to purchase its gas and coke from the 
Koppers interests; but fortunately, perhaps, the Public Serv- 
ice Commission of New York refuses to approve the ar- 
rangement. 

The company has a total funded debt of about 49 mil- 
lions; but none of early maturity. There are no bank loans 
nor preferred stock ahead of the 741,000 shares of com- 
mon outstanding, and fixed charges during the past 12 
months were earned nearly seven times over, leaving an 
excess of earnings for the common of about 40% above 
dividend requirements. Thanks to continued gains in op- 
perating efficiency, per share earnings have held up well on 
the common during the depression, and it should appreci- 
ate gradually in market price with a return of general pros- 
perity. Long pull holders, however, should weigh the pos- 
sibilities of further rate reductions, and note that gas sales 
of recent years have not kept pace with the growth in 
population. 
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Monsanto Chemical Works 
Price — 1932 Div. 
High Low Recent $ 
3034 13% 25 
Working capital per share . 
. $1.24 


HE advantages of a diversified business were never 

more clearly evident than in the case of the Monsanto 

Chemical Works. The company’s heavy chemical 
division—which is the larger in point of sales volume— 
naturally fluctuates with general industry. The fine and 
pharmaceutical chemical division, however, is not only in 
itself more stable, but takes roughly one-third of the heavy 
division’s output, thereby having an important stabilizing 
influence on the latter. 

Monsanto Chemical Works is both a holding and operat- 
ing company. Its own plants are located at St. Louis, Mo., 
and Monsanto, Ill. The former manufactures fine and in- 
termediate chemicals, while the latter is mainly engaged 
in the production of heavy chemicals. As a holding com- 
pany, Monsanto operates a laboratory at Akron, Ohio, 
and a plant at Nitro, W. Va. These are engaged in de- 
veloping and manufacturing chemicals for the rubber in- 
dustry. Through ownership of the Merrimac Chemical 
Co., Inc., it manufactures acids and other chemicals at 
Woburn and Everett, Mass.; through the Virginia Fer- 
tilizer Corp., chemicals and fertilizers are made at Nor- 
folk, Va.; while through the Graesser-Monsanto Chemical 
Works, Ltd., with plants at Ruabon, North Wales, and 
Sunderland in England, the American company does an 
extensive foreign business. Normally, foreign markets 
contribute about one-quarter of gross revenues. 

The capitalization of Monsanto Chemical Works con- 
sists of 429,000 shares of no-par common stock. Funded 
debt totaled $1,604,500 on June 30, 1932. For last year, 
the company reported earnings equivalent to $2.98 a share 
of common stock, compared with $1.73 in the previous 
year. The increased earnings in the face of an intensifica- 
tion of the depression partly represented a return to normal 
operations which had been interrupted by fire, partly the 
consolidation of the company’s expansion and improvement 
program, and partly a general increase in efficiency. Dur- 
ing the current year, however, further deterioration in gen- 
eral business offset to some extent these favorable factors. 
For the first six months, the company reported earnings 
equivalent to $1.24 a common share, compared with $1.56 
in the corresponding. previous period. 

Nevertheless, even the reduced earnings for the first 
six months were almost sufficient to cover the full year’s 
dividend on the common stock. On the basis of an annual 
dividend of $1.25 and the current price of $25 a share, the 
common stock of Monsanto Chemical yields exactly 5%. 
While this is not particularly high, it is more than usually 
well protected. Morecver, it must be remembered that the 
chemical industry is so constituted that it serves as a source 
of raw material for many other industries and because of 
this can hardly fail to reflect business improvement where- 
ever it might obtain. If a chemical company is doing 
reasonably well under the present difficult conditions, it is 
a reasonable assumption that it will do vastly better as soon 
as conditions in general approach normalcy. Undoubtedly 
this prospect is being considered to some extent in the pres- 
ent price of Monsanto’s stock. 

In addition to an earning power which must be con- 
sidered satisfactory under the prevailing conditions, Mon- 
santo Chemical Works enjoys the advantages of a strong 
financial position. As of June 30, 1932, current assets 

(Please turn to page 58) 


Latest earnings per share (6 mos. to 6/30/32) 


41 

















A Possible Opportunity 


Early next month the directors of 
General Motors will meet to consider 
dividends. While the report for the 
third quarter is not available at this 
writing, it is certain that the company’s 
earnings for the first nine months of 
the year will fall far short of dividend 
requirements. For the first six months 
General Motors reported earnings 
equivalent to only 24 cents a share on 
its outstanding common stock. Under 
these conditions some reduction in the 
dividend is likely. It may even be 
omitted altogether. Such a develop- 
ment will react adversely upon E. I. 
duPont de Nemours & Co., Inc., which 
as a very large stockholder in General 
Motors is almost certain to base its 
dividend action in the middle of next 
month on what General Motors does 
in the first part of the month. Should 
General Motors omit, the threat of the 
duPont omission is likely to result in 
some selling of the latter’s common and 
debenture stocks. duPont’s debentures 
are currently quoted at par to yield 
6% and the dividend on them was 
earned by the company’s own business 
in the first six months of the year. 
Moreover, these debentures are the ob- 
ligation of a company with no funded 
debt and which is in a sufficiently 
strong financial position to continue 
paying dividends on them for some 
time, regardless of the fact that such 
payments may not be wholly covered 
by earnings. It is suggested therefore 
that any sharp dip in the market price 
of duPont's debentures, resulting from 
the omission or reduction of the Gen- 
eral Motors dividend, be considered a 
buying opportunity. 

“EE EE 


The Long Island’s Bonds 


The Long Island R. R. differs in 
many important respects from other 
roads. In the first place it is quite 
small, operating less than 400 miles of 
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‘ rate in nearly thirty years. 


For Profit 


and Income 


road. In the second place it derives 
nearly 70% of its gross revenues from 
passenger traffic. Finally, and most 
significant of all, it covered fixed 
charges, including rentals, 2.85 times 
over for 1931, and is estimated to cover 
the same items more than twice over 
in the present year. At the close of 
1931, the Long Island's outstanding 
funded debt totaled $51,548,100. Of 
this, $26,770,000 was in the form of 
refunding 4s, due in 1949. These 
bonds are guaranteed as to principal 
and interest by the Pennsylvania R. R., 
and are currently quoted around 85 
to yield nearly 512% to maturity. 
While the Long Island undoubtedly 
has its problems and appears to be en- 
gaged in a perpetual battle with its 
commutors over fares, it seems ex- 
tremely unlikely that any loss of traffic 
or court decision will take place to en- 
danger the road’s mortgage obligations. 
Moreover, there is the Pennsylvania 
guarantee to offset any such disaster. 
For the investor seeking a strong issue, 
albeit not absolutely of the highest 
class, the refunding 4% bonds of the 
Long Island R. R. might well be a 
satisfactory selection. 


* * * 


What Price Money? 


Commodities, corporate earnings and 
business generally are not the only 
things which have plombed the depths 
during the present depression. Money 
must be included. At the present time, 
despite its apparent scarcity to most 
of us, money's rental throughout the 
markets of the world is so low as to be 
startling. Call money on the New 
York Stock Exchange fell to 1% per 
annum the other day. Except for once 
or twice in 1931, this is the lowest 
United 
States Government Treasury issues in 
some cases today yield actually less 
than nothing, because there are people 
willing to pay a premium in order to 

















assure themselves a full allotment in 
some coming issue. In London, 9- 
day bills have been discounted at !4% 
per annum. In Paris approved col: 
lateral commands privately a rate but 
little better. How long will it be be 
fore such abnormally low rates for 
money kindle a business revival? In 
the past, the last stages of every major 
depression was characterized by ex: 
traordinarily low interest rates. 


* * 


Bonds and Receivership 


A few weeks or months prior to the 
misfortune of a receivership, a com 
pany’s stocks and bonds usually are 
sold heavily. But like everything else 
the selling is not infrequently over: 
done, with the result that the average 
individual holder of the bonds particu: 
larly, panicked into selling a few days 
before or a few days after the receiver: 
ship announcement, obtains an abnor: 
mally low price. Had he waited, he 
might have done much better, for how: 
ever bad a situation may be, rare in 
deed is the disaster which is not over 
discounted—at least for the time be 
ing. For example, certain International 
Match debentures sold at '%, or $1.25 
for $1,000 debenture, as the immensity 
of the Kreuger catastrophe was being 
brought out in the press. Later, how 
ever, they rallied to nearly 100 times 
this price on the strength of the sport 
ing chance that something would be 
saved from the wreck. So many other 
bonds have acted in a similar way that 
it appears to be the part of good policy 
to continue holding a bond which has 
been held to imminent receivership, 
and definitely poor policy to sell a bond 
for almost nothing before the full de 
tails of the company’s condition are 
available. The situation may be bad, 
but it is usually thought to be worse 
than it actually is; just as a bright situ 
ation is so often taken to be positively 
dazzling. 
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Taking the Pulse of Business 


— Carloading and Electric Power Rise 


— More Industries Show Moderate Gains 


USINESS continues to 

make small but con- 

sistent gains in the face 
of political uncertainties and 
the reactionary tendency 
which has prevailed since 
August in the Common Stock . 
Index and in the prices for 
basic raw materials. In fact the average physical volume 
of production and trade, as compared with corresponding 
activity a year earlier, would now be making the most 
favorable showing in over a year were it not for the more 
than seasonal decline in motor car production during the 
past few months and the rather sharp falling off in the 
volume of bank checks incident to smaller transactions and 
lower prices in the speculative markets. The majority of 
other leading industries, though mostly operating at an un- 
profitably low rate, have experienced steady, though 
sow, improvement since mid-summer. Steel mill opera- 
tions, for example, are up to 20%, from 12%, of capacity; 
car loadings have gained 140,000, from a low of 
500,000; soft coal output is 75% above the summer’s low 
point; the cotton textile and leather shoe factories are do- 
ing an appreciably greater business than last year; condi- 
tions in the petroleum and chemical industries are strength- 
ening monthly; while the output of electric power is only 
9% below last year, against a decline of 14%, during July. 
Motor car plants, now almost at a standstill in preparation 
for the introduction of new models, are alone among the 
major industries in showing no gain in activity. Sales are 
ahead of production but this is due to the efforts of dis- 
tributors to get clear of cars before the new models come 
out and it is not difficult under the sacrifices being made 


— Cost of Credit Eases 
— Commodity Prices Reactionary 


— Motor Industry at New Low 


to exceed an output of 
scarcely 12,000 units a week. 

In view of the persistent 
strength in the curve of Busi- 
ness Activity, a significant 
rise in New Orders should 
shortly be evident. Such a 
gain would constitute a 
favorable indication for the early months of next year after 
the inevitable and expected let-down toward the close of 
1932. 

In turning from industrial activity to basic conditions in 
the money market, one finds corroborative evidence that the 
stage is being set for accelerated business improvement 
next year, after perhaps a rather brief and relatively 
moderate seasonal recession during the approaching months 
of November and December. It is especially noticeable 
that the Cost of Business Credit is steadily easing through- 
out all the leading commercial nations of the world, and 
at home talk is being heard of a further cut in the discount 
rate. The purpose of such action would be largely psy- 
chological, however, since bank discounts are down to only 
300 millions and even the country banks are borrowing 
less than a year ago from the Federal Reserve. 

Insofar as the rather aimless character of fluctuations in 
the stock market over the past few weeks may be taken 
as a reflection of public opinion it would appear that 
neither business men nor investors, by and large, are greatly 
concerned over the outcome of the November elections. 
Neither of the Presidential candidates is a radical, and 
there is so much in common between the announced policies 
of both political parties that the vote this year is not ex- 
pected to have any immediately depressing effect upon gen- 
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eral business conditions. This is not to say that politics is 
permanently out of the picture; for upon the action of the 
new Congress there waits an accumulation of unusually 
important economic problems to be solved, and upon the 
disposition made of such matters hinges the longer term 
outlook for the major industries. 


The Trend of Major Industries 


STEEL—Though most of the country’s steel mills are 
still operating at a loss, gradual improvement in the out- 
look is evident in the slow rise in activity during the past 
few months. On an average, the industry is now operating 
at 20%, compared with the recent extreme low point of 
12%, and prices are holding steady in most lines. While 
most of the incoming business is in small lots and from 
scattered sources, a moderate increase in railroad buying 
is looked for soon and then, after the turn of the year, 
orders will begin to come in from automobile centers, and 
from repair and new construction work to be financed by 
Government agencies. Sentiment in the trade has been 


much cheered by the opposition to tariff reductions recently 
announced by the Democratic candidate for the Presidency. 
Thus it would seem that the secular trend of the industry 
is now upward, though some seasonal recession in activity 
is to be expected during the final six weeks of the year. 


METALS—About the best that can be said of the non- 
ferrous metal industry is that prices are holding barely 
steady around the lowest levels in history, in the face of 
an almost complete absence of demand. Inventories, though 
still abnormally topheavy, have shown an apparent decrease 
of small proportions during each of the past two months; 
but this is the result more of stocking by middlemen than 
of any appreciable increase in ultimate consumption. 
Statistically, zinc and tin (with inventories less than last 
year) are in the best position to profit by any upturn in 
new construction work; but recovery in copper and lead 
is likely to be exasperatingly slow. 


PETROLEUM—Prospects for further improvement in 
the petroleum industry have been brightened by the re- 
cent order to resume curtailment of crude output in the 
East Texas field. The importance of proration measures 
in furthering the 


Jersey have refused to join the movement; because produc- 
tion still exceeds consumption in that area and the present 
low prices for gasoline do not warrant a higher price for 
crude. 


TOBACCO—Reduced acreage, plant disease, and hot 
and dry summef weather, have combined this season to 
reduce the United States crop. of leaf tobacco to only two- 
thirds of last year’s production, and the smallest since 1913. 
Owing however to slackened consumption, and growing 
competition from foreign grown leaf, the prices paid by 
domestic manufacturers are little higher than a year ago. 
Lower raw material costs and smaller outlays for labor 
and other material would thus add appreciably to profits 
realized by the larger manufacturers of cigars and cigarettes 
were it not tor the recent appearance of the 20-for-10- 
cent packs of cigarettes which have sprung into sudden 
popularity because of their cheapness. Liggett & Myers 
is the only one of the “Big Four” producers which has 
entered this field as yet, and the bulk of the 10-cent package 
business is done by small independents. 


CEMENT—The portland cement industry is operating 
at only 30.6% of capacity, compared with 50.2% a year 
ago. Moreover, it has been impossible to advance prices, 
quotations remaining at the low levels established by the 
price war last summer. The effects of slack demand in new 
building and road construction may cause even smaller 
operations and profits this winter. 


COAL—Daily average bituminous output during the 
year ended October 1 was 912,000 tons, compared with 
1,221,000 tons for the same period a year ago. Smaller 
railroad demand and lower utility operations were the 
principal causes of the slump. The daily average anthracite 
production for the same periods was 194,500 tons and 
151,800 tons respectively. 


Conclusion 


While it is evident from the foregoing brief review of 
the present condition and outlook in a number of the coun- 
try’s leading industries that business is still greatly depressed 
in most lines, a distinctly upward trend is noticeable, and 
it seems likely that, regardless of election returns, earnings 
to be reported by 
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vital questions as 
bonus, _ the 
the cur 
rency, foreign 
debts, taxation, 
and Government 
economy. 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 
This department welcomes and invites contributions from its 
readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


investment interest. 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the position or prospects of individual securities. 











Seeking a Better Distribution of 


Wealth 


An Argument for High Income Taxes, 
Lower Governmental Wages and More Pub- 
lic Works — Views of Other Readers 


Editor, READERS’ FoRUM: 

I have read with a great deal of in- 
terest Charles Benedict's articles, “As I 
See It,” in THE MAGAZINE OF WALL 
STREET. For the past two years I have 
had a plan which I have thought would 
help us overcome the depression. It 
consists of three measures: 

Ist. I would restore income taxes to 
their maximum war time rates or even 
higher, increasing the rates mostly in 
the higher brackets but I would also 
lower the exemptions and increase the 
rates in the lower brackets if neces- 
sary to balance the budget. I would 
also extend the tax to all public em- 
ployees and advocate a constitutional 
amendment prohibiting tax exempt 
securities. 

I see no easier way of getting a bet- 
ter distribution of wealth than by 
means of the income tax.’ Our eco- 
nomic progress must be in the direction 
of socialism and the income tax is the 
mildest form of socialism that we have. 
It involves no new experiments, no 
more boards or bureaus. If we go too 
far we can easily back up. 

2nd. I would reduce the wages of 
all public employees 30% from the 
1929 level. This I think would result 
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in all industrial wages which have not 
already been so reduced being reduced. 
This, however, would be considered an 
emergency measure as eventually real 
wages should be higher than they have 
ever been. 

To keep business on an even keel the 
purchasing power of the mass of the 
people must approximate the produc- 
tive capacity of the country. I believe 
that our power to consume is unlimited 
but if it is limited then the hours of 
labor must be reduced. 

Higher income taxes and a conse- 
quent reduction of other taxes would 
transfer purchasing power from those 
who do not use it to those who would 
use it. They would reduce the amount 
of money which would go into produc- 
tive capacity and increase the amount 
spent for consumers’ goods thus tend- 
ing to maintain the balance which be- 
came so widely disturbed in 1929. 

People everywhere are protesting 
against the cost of government. It 
would be much better to reduce this 
cost by reducing the wages of all than 
it would be by discharging some there- 
by adding tothe ranks ‘of the unem- 
ployed and at the same time leaving 
the others better off than ever. ~— 


3rd. Business at present seems to be 
stuck on a dead center. Production 
cannot increase until demand increases 
and demand cannot increase until we 
get our unemployed back to work. The 
Federal government could break the 
deadlock with a huge program of public 
works. But this program should be 
financed by income taxes and should be 
done at a wage level which would in- 
sure the taxpayer the full value of 
every dollar spent. Public projects 
should not be self-liquidating in the 
sense that they would compete with 
present industrial plants of which we 
already have too many. 

In addition to these measures I think 
some general moratorium on_ bonds, 
mortgages and other forms of indebted- 
ness should be arranged. I do not 
know how this could be done legally 
but it might be done by common con- 
sent. The President has suggested a 
60-day moratorium on building mort- 
gages. If the payment of indebted 
ness could be postponed until employ: 
ment was back to normal, prices woul 
probably gradually rise until the debts 
could be paid in dollars of the same 


‘value at which they were incurred. — 


JoHN Barr, Redmond, Ore. 
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In Behalf of the Farmer 


Editor, READERS’ FORUM: 

In your issue of September 17, there 
was an interesting letter of H. L. R., 
of Nutley, N. J., who emphasized very 
clearly, the apparent fallacy of thrifti- 
ness. Generally speaking, the infer- 
ence of H. L. R.’s letter is only too 
apparent, but I take exception to one 
portion of his letter, in which, he refers 
to Government aid to farmers, and says 
“that large chunks go to farmers who 
can’t make a living at their chosen pro- 
fession—nor, in all probability, in any- 
thing else, for that matter.” 

H. L. R., living in Nutley, N. J., 
probably working in New York, un- 
doubtedly has the very provincial idea 
that Chicago is about the limits of the 
West and when he refers to the farm- 
er's problem the way he does, he very 
obviously doesn’t know what he is talk- 
ing about. The writer, who spent 
many years in the East, has been ob- 
liged to rehash his opinion which might 
have been substantially the same as H. 
L. R.’s in former years but, neverthe- 
less, would have hesitated to put them 
so emphatically. Before making such a 
sweeping and condemning statement as 
to the farmer’s ability to run his busi- 
ness, I believe it would -be well for him 
to get a little first hand information. 

If I had the time and if you had the 
space, I could show you very clearly 
where the farming proposition is about 
as tough as any business that Mr. H. 
L. R. probably ever conceived. Our 
local elevator is paying the farmer for 
wheat, 30 cents to 38 cents per bushel, 
dependent upon quality, 17 cents per 
bushel for corn and 12 cents per bushel 
for oats. The land in Kansas is 
peculiarly adapted to wheat and corn 
which Mr. H. L. R. probably doesn’t 
know. The average yield per acre for 
wheat should be about eighteen to 
twenty bushels per acre. 

Taxation on farm property in the 
last fifteen years has risen from $40 per 
quarter section which is 160 acres, to 
approximately $250 per quarter section. 
I might also mention that our farmers 
or possibly their wives are getting 15 
cents per pound for butter fat, 10 
cents a pound for chickens and eggs 
have been as low as 9 cents a dozen. I 
purchased from a farmer the other day, 
100 pounds of potatoes delivered for 
40 cents. 

Mr. H. L. R. would find it very diff- 
cult to parallel in any profession, trade 


or business, the decreases in value the . 


farmer has suffered and, furthermore, 
the farmer has been suffering from this 
condition, although of course, not so 
pronounced, during the high spots of 
1928 and 1929. 

Attention might also be drawn to the 
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manner in which the Eastern manu- 
facturers have forced upon and over- 
sold to the farmers, expensive farm 
machinery in the last five years. A 
great deal of the farmer’s trouble today 
is due to the aggressiveness and per- 
sistence in forcing the farmer to pur- 
chase their machinery, upon which, the 
price has declined practically not at all. 

It should be remembered that agri- 
culture is the largest single industry of 
the United States and the boys lan- 
guishing back East and complaining 
about depressed conditions might very 
well turn their attention to the needs 
of their largest customer who is the 
farmer. Legislation for the last few 
years has been for the benefit of capi- 
tal and efforts for construction of our 
present economic conditions have been 
from the top down instead of from 
the bottom up. After spending several 
years in this Great Middle West, I 
am convinced that a careful study of 
the farmer’s problem with a view to re- 
habilitating his purchasing power 
would go further towards curing this 
depression than any other single effort. 
In any case, don’t condemn the farmer 
as an uncivilized, uncultured, or un- 
educated moron without some first hand 
information.—J. C. §., Atchison, Kan- 
sas. 


It ts, Indeed, “Pre-payment” 


Editor, READERS’ FORUM: 

Every time I see a reference to the 
‘immediate payment of the bonus” in 
a campaign speech or a news item, I 
wonder why it is that the opponents 
of this movement insist upon adopting 
the veterans’ own phraseology, instead 
of using a term that would more clearly 
express their own viewpoint and more 
accurately describe the issue. 

Why, to be exact, don’t they refer 
to it as the “Pre-Payment” or the 
‘Advance Payment” of the bonus? 
That would really put the issue in its 
proper light at one stroke. The term 
“immediate payment” absolutely fails 
to indicate anything whatever concern- 








ing the real status of what is being de- 
manded by the veterans. It might be, 
as the veterans have sought to imply, 
something that has been promised, and 
to which they are entitled, but which 
is being withheld from them, for all 
that the term indicates. In fact, the 
use of this term, “immediate payment” 
does give an implication of that kind, 
for we have come to associate that 
word “immediate” with the idea of a 
pressing responsibility. We speak of 
giving a thing “immediate attention” 
when it is something that should be 
done right now. The use of the word 
implies a duty or obligation. It is; 
therefore, very misleading and gives a 
wrong impression when used in ¢on- 
nection with this issue. 

If only everyone, statesmen, candi- 
dates for office, the press and the peri- 
odicals would but adopt either the term 
“Pre-Payment” or “Advance Payment’ 
when referring to this bonus demand, 
how much misunderstanding would be 
cleared away by that simple expedient 
and how much more forceful would 
their arguments become. 

Would not this be a worthy sugges: 
tion to be sponsored by THE MAGAZINE 
OF WALL StreeT?—H. A. FANCK- 
BONER, Chicago, III. 


A Word of Praise 


Editor, READERS’ FoRUM: 

I wish to compliment you on the 
three particularly good articles in your 
October 1 number. “A Moratorium 
to Regret” is good. “As I See It,” by 
Charles Benedict, is particularly good, 
but when you can actually face the 
facts as you did in the article headed 
“The Balance Sheet of Business and 
What Can Be Done to Liquidate Pri- 
vate Debts,” you are facing stern reali- 
ties that we all should understand. 

I have been preaching this doctrine 
for nearly three years and have studied 
the problem rather thoroughly, and I 
am glad to see that you had the moral 
courage to print the actual facts as you 
see them.—J. R. Epwarps, Cincinnati, 
Ohio. 


Money and Prices 


Epitor, READERS’ FORUM: 

There is no question but that de- 
clining prices have a tremendous effect 
in reducing the volume of business and 
anyone who will study an index of 
wholesale prices will be constrained to 
admit that the decline is not likely to 
end for another 20 years. 

There was a greater decline in prices 

(Please turn to page 66) 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 


ing and reliability of your broker. 
represent thousands of dollars in value to you. 


1. Give all necessary. facts but be brief. 
Confine your requests to three listed securities. 
Write full name and address plainly, and enclose stamped, self-addressed envelope. 
4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 


This service in conjunction with your subscription should 
It is subject only to the following conditions: 








DRUG, INC. 


In the light of recent developments in 
the affairs of Louis K. Liggett Co., what 
would you say is the outlook jor the parent 
concern, Drug, Inc.? Would the parent 
company be affected? I have a small profit 
in 100 shares of the latter company’s stock 
and I am wondering if it might not pay me 
to take it at this time. 


In an effort to reduce lease expenses 
to a level more in line with current 
sales volume and other operating ex- 
penses, the management of Louis K. 
Liggett Co., retail subsidiary of United 
Drug Co., which is owned by Drug, 
Inc., has appealed to owners of stores 
occupied by Louis K. Liggett Co. for 
voluntary rent adjustments in order to 
forestall receivership of the chain store 
organization, which appears inevitable 
should the landlords be reluctant in co- 
operating with the company. This de- 
velopment, while on the surface is dis- 
concerting to holders of the common 
stock of Drug, Inc., it is not without 
its favorable aspects. In order to ob- 
tain a proper understanding of the 
present situation, a word or two rela- 
tive to the workings of Drug, Inc., is 
in order. Operations of Drug, Inc., 
are divided into two distinct depart- 
ments, namely—manufacturing and re- 
tail distribution through chain stores. 
Since profits from the chain store divi- 
sion have become increasingly slim dur- 
ing the current depression, it can be 
seen that the bulk of the company’s 
revenues is derivea from the manufac- 


turing division. At latest reports, 
profits in the latter department are be- 
ing maintained at a satisfactory level 
and doubtless will enable the parent 
company (Drug, Inc.) to show sub- 
stantial profits at the close of 1932. 
As a matter of fact, estimates have 
been made, indicating per share profits 
on the common stock of Drug, Inc., 
for the full year 1932 of between 
$3.50 and $3.90. Thus, despite the 
pending deficit operations for Louis K. 
Liggett Co., earning power of Drug, 
Inc., remains comparatively _ stable. 
There appears little doubt that the 
management is bent on effecting ren- 
tal economies, and are prepared to re- 
organize the retail chain in order to 
accomplish this end. Regardless of 
which method the company follows, its 
competitive position will be strength- 
ened by the economies effected through 
the move, a factor that augurs well for 
the longer term prospects. Further- 
more, aggressive sales and advertising 
policies of the company should make 
for moderate profits expansion in the 
manufacturing division during the 
forthcoming business recovery. Finan- 
cial position of Drug, Inc., as of June 
30, last, was excellent, total current 
assets, including $26,480,053 in cash 
and marketable securities, amounted to 
$58,830,145 against total current lia- 
bilities of $8,350,523. Of marketable 
securities totalling $11,842,359 on 
June 30, last, approximately $9,000,- 
000 consisted of U. S. Government 


securities, municipal bonds, call loans 
and certificates of deposit, all of which 
approach the equivalent of cash. 
Despite this strong fiscal position, the 
management doubtless will decide, in 
the not too distant future to revise 
current dividend distributions to a rate 
more in line with prevailing earning 
power. This factor, however, has been 
well discounted by prevailing quota- 
tions for Drug common, and we are 
inclined to regard the needless disposal 
of commitments made at higher levels 
in the nature of a sacrifice and advise 
against such action. 


SOCONY-VACUUM OIL CORP. 


I note that Socony-Vacuum’s working 
capital and Government bond holdings are 
almost equal to the present selling price of 
the stock. Why doesn’t this company do 
better marketwise? Is there any likelihood 
of dividend adjustment? I have 10 
shares purchased slightly above present 
levels. Do you advise me to hold or would 
you advise switching to some other com- 
pany with better prospects? 


As a result of the consolidation of 
Standard Oil Co. of New York and 
Vacuum Oil Co., effected during July 
of last year, one of the strongest units 
in the oil industry, from a competitive 
standpoint came into existence in the 
form of the present Socony-Vacuum 
Corp. Born at a time when oil com 
panies as a group were almost de- 
spaired of, the record of Socony 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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Vacuum Corp., since its inception, has 
been impressive and certainly justifies 
the belief that it is well able to cope 
with future adversities, come what 
may. Although the casual observer 
might look askance on the net results 
reported by Socony-Vacuum Corp. at 
the close of last year, a careful study 
of the conservative accounting policies 
established by that company reveals a 
highly gratifying picture. Admittedly, 
a net loss of slightly more than $4,- 
000,000 was reported last year, but this 
figure is after allowing for deductions 
of some $40,000,000 for depletion, de- 
preciation and amortization reserves, 
which represents approximately $1.50 
a share on the company’s outstanding 
stock. Furthermore, the fact that these 
heavy write-offs were made during the 
early stages of the company’s history, 
places it in a strategic position to take 
full advantage of general recovery in 
the industry. Increasingly keen com- 
petition in the territory served by 
Socony- Vacuum has necessitated reduc- 
tion in gasoline prices. This factor, 
coupled with the seasonal falling-off in 
consumption, may prevent the com- 
pany from reporting a profit for the 
calendar year 1932. Nevertheless, the 
financial condition of the company at 
the close of last year was exceptionally 
strong, and should enable it to absorb 
the additional losses sustained, with lit- 
tle difficulty. Current assets as of De- 
cember 31, 1931, totaled $306,957,382 
including cash of $20,416,662 and 
marketable securities at cost of $43,- 
243,038 (market value $42,475,488) 
against total current liabilities of only 
$47,884,152, leaving net working capi- 
tal of $259,073,230 or $8.13 a share on 
the capital stock. Although little is 
expected from Socony-Vacuum com- 
mon stock, marketwise, during the im- 
mediate future, further retention of 
present commitments is counselled on a 
long-term basis. 


BARNSDALL CORP. 


I have read where statistically the oil in- 
ustry is in a greatly improved condition 
and yet Barnsdall is still selling close to its 
low for the entire depression. Why is this? 
Will you give me the real outlook for this 
company? I have 100 shares purchased 
considerably above present levels, shall I 
continue to hold? 


Consolidated income account of 
Barnsdall Corp. for the June quarter 
of 1932 revealed net profits of $30,- 
183 equal to 1 cent a share on the $5 
par capital stock, against a loss of 


. $390,125 in the preceding quarter and 


a deficit of $1,817,156 in the June 
quarter of 1931. The report for the 
sx months ended June 30, last, showed 
a deficit of $359,941 against a loss of 
$1,815,498 in the initial half of last 
(Please turn to page 63) 
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Based on Experience 


ONG and extensive experience in 

serving important organizations in 
every major line of American indus- 
try places this Bank in an advante- 
geous position to serve your business. 


Some of the Facilities Available 
to Our Commercial Customers: 


Complete domestic banking service. 
Complete international banking service. 
The advantage of ample resources. 

The personal service of experienced officers. 
Complete trust facilities. 

Our private wires in the United States. 

Our eight complete offices in Europe. 
Credit information, domestic and foreign. 
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The post office will not forward copies to 
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provided by you. Duplicate copies cannot 
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in address at least two weeks before the 
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Mentioned in This Issue 


Industrials 


Beech-Nut Packing Co. 

Bon Ami Co. 
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Drug, Inc. 
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General Electric Corp. 
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Long Island R. R. 
Louisville & Nashville 


Barnsdall Corp. 
Socony-Vacuum Oil 


Public Utilities 


Brooklyn Union Gas Co. 
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Important Dividend 
Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 


closing of the company’s books, 


Ann’l Amount Stock Pay- 
Rate Declared Record able 


$4.00 Amer. Can Co 1,00 
420 Amer. Home Products .35 
4.00 Bon Ami Co. Cl. A... 1.00 
1,00 Cluett, Peabody & Co, .25 
2.00 Columbian Carbon Co, 
Stock Columbia Gas & Elec. 
4.00 General Cigar Co 1,00 
2.00 General Foods Corp.. 
8.00 General Mills, Inc.... .75 
6.00 Hershey Ch’late Corp. 1.50 
9.00 Homestake Mining Co. 
2.00 Loose-Wiles Bis’t Co. 
50 
New Jersey Zinc Co.. 
Pacific Lighting Co.. 
Pullman, Inc, 
So. Calif. Edison Co.. 
Telautograph Corp, .. 
Univ’sal Leaf a 98ts 
Wrigley (Wm.) Jr.. 
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OPENING AN ACCOUNT 


Many helpful hints on trad- 
ing procedure and methods 
in our booklet. Copy free 
on request. 


Ask for booklet MG 6 
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BEECH-NUT PACKING COMPANY 


Beech-Nut Packing Company reports for the nine months’ 
period ending Sept. 30, 1932, net earnings, before Federal Taxes, 
$1,646,759.74. This compares with $1,834,174.05 for the same 
period 1931. 

Deducting estimated Federal Income Tax and providing for 
Preferred dividends on 45 shares Class “A” stock outstanding, 
leaves $1,427,122.57 applicable to the Common Stock, which is 
equivalent to $3.20 per share for the first three quarters of 1932 
on 446,250 common shares outstanding. 


Condensed Balance Sheet 
as of September 30, 1932 


Current Assets:— 

Cash in Banks and on Hand $2,990,173.57 
United States Government Bonds 3,459,961.10 
Other Marketable Securities “ 942,998.51 
Accounts and Notes Receivable . +. $1,383,843.15 
Less Reserves 92,904.01 


Merchandise Inventories, including Advances noe Pur- 
chases of Chicle 6,619,075,26 
Total Current Assets 


$15,303,147.58 
Due from Subsidiary Companies on Open Accounts and 
Notes : 69,224.31 


1,290,939,14 


Investment in Securities:— , 
Affiliated Corporations $1,115,801.75 
Less Reserves 155,689.50 


Mortgages and Secured Loans on Real Estate 
Beech-Nut Packing Co, Treasury Stock 
Miscellaneous 


Total Investment in Securities 1,441,237.91 


Plant Property :— 
Land, Buildings, Machinery and Equipment $5,954,148.21 
Less Reserve for Depreciation 2,691,398.12 


Net Plant Property 8,262,750.09 


Deferred Assets:— 
Redemption Funds $622.50 
Unexpired Insurance Premiums 141,888.63 
Prepaid Advertising, Rentals, etc 375,447.15 
Patents, Trade Marks, etc 71,169.61 


Total Deferred Assets 589,127.89 
$20,665 487.98 


LIABILITIES AND CAPITAL 
Current Liabilities:— 
Accounts Payable ‘ $183,445.32 
Dividends Declared and Payable rr 766. 
Accrued Expenses and Taxes 


Total Current Liabilities $882,497.42 


Reserves :— 
For Contingencies 
For Employees’ Insurance, ete 
For Redemption of Short Term Notes 
Other Reserves 


Total Reserves 1,813,342,95 


Capital Stock:— 
Common—446,250 Shares 
Preferred Class ‘‘A’’—45 Shares 


Total Capital Stock 8,929,500.00 


Surplus Paid In:— 
Premium on Capital Stock 1,450,700,00 


Surplus Earned :— 
Balance January 1, 1932 
Less—Adjustment of Federal Taxes 
$7,666,387.34 
*1 427,358.82 
$9,093,746,16 
004,298.75 


Add—Net Profit for the Nine Months Ended September 30, 
19382 


8,089,447.41 
$20,665 487.78 


* After Federal Taxes. 


Comparative Figures 
as of Dec. 31st 1927 1928 1929 1930 1931 

phe aad Capital os 700.00 $10,775,379.00 $11,300, mee $12,533,094.00 $13,585,801.00 

46,098.00  6,931,810.00 7,989,299.00 _9,041,898.00 9,834,177.00 


Surp) 
Book “Value, Common 
ock 34.04 34.53 37,72 40.19 40.92 


Dividends Paid, 
Common Stock 3.00 3.00 3.00 3.00 3,00 


Signed—Bartlett Arkell, President. 
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‘Years 
ALONE 


dre no more the true 
measure of an insti- 
tution than they are 
of a man, but what 
the institution has 
written into those 
years is the real gauge 
of its stature and 
stability 


HE Stewart-Warner Corporation 
had its beginning in the trying 
times of 1907, but has survived and 
grown because of its ability to cope 
successfully with changing conditions. 


Great production facilities organized 
for flexibility have successfully held old 
markets while opening up hew ones. 


Today  Stewart-Warner, pioneering 
leader in the automotive accessory 
field, has successfully entered the field 
of radio, moving picture camera equip- 
ment and electric refrigeration. 


Its subsidiaries, the Alemite Corpora- 
tion and the Bassick Company, have 
respectively established supremacy in 
the field of lubrication—and caster 
equipment for furniture. 


Another Stewart-Warner subsidiary, 
the Stewart Die Casting Corporation, 
not oniy supplies parts used in auto- 
motive accessonies, telephones, count- 
less househoid appliances and other 
items, but also manufactures a com- 
plete line of cast aiuminum cookware. 


The most outstanding development in 
braking history, Stewart-Warner Power 
Brakes—the oniy instantly responsive 
braking system to harness the giant 
power of car momentum as a braking 
force—is one of Stewart-Warner’s lat- 
est achievements. 


Thus Stewart-Warner maintains sta- 
bility for investments by employing 
huge, flexible production facilities to 
meet and anticipate the demands of old 
and new markets. 


List of products, also latest financial 
report, supplied by your broker or by 
us, direct. 

@ 


STEWART-WARNER 
CORPORATION 


1826 Diversey, Parkway 
Chicago 
Stewart-Warner-Alemite Corporation 
of Canada, Ltd. 

The Bassick Co. 

The Alemite Corp. 

The Stewart Die-Casting Corp. 
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Louisville & Nashville 
(Continued from page 33) 








years of 1865-67 inclusive, the 
prevailing rate was 8% a year. All 
payments to stockholders were omitted 
in the dark days following the famous 
panic of 1873, although in that particu- 
lar year a distribution of 7% was 
made. Dividends were restored in 
1877 and paid at various rates up to 
1894 when they were again omitted to 
1898 inclusive. There was no other 
omission after that until May of this 
year, when the directors voted to dis- 
continue dividends because of the 
steadily and seriously decreasing earn- 
ings. 

Louisville & Nashville has made nu- 
merous and liberal stock dividend pay- 
ments as follows: 1864, 10%; 1868, 
40%; 1880, 100%; 1888 and 1889, 
5%; 1890, 4.9%; 1923, 624%. 

While, from present indications some 
time will elapse before this railroad or 
any of the railroads that have stopped 
dividend payments will resume, L. 
N. should be among the first to make 
distributions to its stockholders again. 

For years this road was regarded as, 
and actually was, one of the “rock 
ribbed” railroads of the South. Earn- 
ings were large, dividends in propor- 
tion but still conservative, and cash 
position strong. At the end of 1931 
the company had over $15,000,000 cash 
on hand and it is officially estimated 
that at the close of this year there will 
be still approximately $10,000,000 “in 
the box.” Current assets totaled $27,- 
895,309 on August 31 against current 
liabilities of $7,704,878. 


Not a Cent Borrowed 


Louisville & Nashville has not bor- 
rowed a cent so far during this depres- 
sion. It is believed by those who know 
the company’s position that it can go 
another year without borrowing. Its 
own requirements are not particularly 
large, as in addition to the $10,000,000 
needed for fixed charges the principal 
item is equipment trusts, which are be- 
ing paid off at the rate of over $2,000,- 
000 annually. During the hard times 
of the past three years it has been 
necessary for the L. & N. to make some 
advances to one or more of its leased or 
owned lines. 

The company’s earnings, as we have 
noted, picked up in August, because 
of a larger movement AF siabiineh 
coal. It was possible to earn fixed 
charges and over $44,000 more. This 
was the first month of the current fiscal 
year that the monthly proportion of 
that obligation was covered. The state- 


ment for September probably will be 
substantially better than for the months 
prior to August, and is expected ty 
show fixed charges more than earned. 

Loadings for October have held up 
very well. There is likely to be a sea 
sonal falling off in freight traffic in 
November and perhaps December un- 
less railroad business generally im- 
proves to a greater extent than it has 
so far. 

Louisville & Nashville’s net results 
up to the end of August were irregular. 
For February a net operating income 
of $359,356 was reported and for 
March $708,048, but for the next three 
months there was an operating deficit, 
ranging from $121,500 for April to 
$1,740 for June. In July the tide 
turned, as there was net operating in- 
come of $216,779, which was expanded 
to $853,253 in August. 

On the basis of the figures now in 
hand, it is doubted that the company 
will cover its fixed charges for this year 
of a little more than $10,000,000. This 
will be a new experience for L. & N. 
for many years. Last year the balance 
applicable to dividends was only $1, 
039,946, equal to 89 cents a share, 
while for 1930 it was $6,606,082, or 
$5.64. 

In the boom times, before the com: 
pany’s earnings began to fall off per 
ceptibly as much as $16.60 per share 
was earned in a single year—1926. 
While this level will not easily be 
reached again in the near future the 
present price of 15 on the common 
shares gives too little weight to the re: 
covery prospects of the road. Moderate 
improvement in conditions in the 
South would rapidly benefit its earning 
position and find reflection in the prices 
of its securities. 








Twenty-Five Years Ago and 
Today 
(Continued from page 25) 
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and services has now become our out 
standing problem. 

Despite amazing changes elsewhere, 
the form of our Government is un 
changed, yet we have unquestionably 
seen a great change in its methods and 
application. There has been a steady 
trend toward centralization of Federal 
authority, a vast expansion of govern 
mental activities and an_ increasing 
penetration of governmental influence 
in fields formerly left to private busi 
ness or private initiative. 

The aggregate cost of government 
has increased from less than 2 billions 
a year in 1907 to more than 15 billions 
today. This increase is far greater than 
the relative gain in either population 
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or national income. This means that 
an increasing proportion of the national 
income is absorbed in taxation. Of 
this year’s national income, the cost of 
government will absorb at least 25 to 
30 per cent. Regardless of any prob- 
able recovery in income, it is impossible 
to anticipate a condition in which the 
activities of government and govern- 
ment services now demanded by the 
public will absorb less than 15 to 20 
per cent of annual national income, in 
contrast with 5 or 6 per cent in pre- 
war days. 

Thus, it is obvious that we have al- 
ready gone far, through the taxation 
method, toward a socialization of in- 
come and of wealth. Today one per- 
son out of eleven is directly employed 
by government. Incidentally, the credit 
of government is being used to socialize 
losses formerly left to be taken by pri- 
vate capital. Despite temporary ex- 
aggerated impulses toward national- 
im, the obvious economic drift 
throughout the world is toward collec- 
tivism. In every civilized country, 
government is more and more actively 
seeking to assume the direction and 
control of economic policies. 

Perhaps the most momentous ques- 
tion to be answered in our next eco- 
nomic epoch is that of success or failure 
for the ever-bolder experiment in 
state socialism. It cannot bring 
back prosperity until the natural 
adjustments of supply and demand 
are completed. It tends to delay 
and prolong the process of adjust- 
ment, but in so doing has the merit of 
easing the impact of a deflation under 
which we might otherwise be threat- 
ened with something like a collapse of 
our present structure. Given such a 
choice, it is preferable to make use of 
palliatives, pending the working out of 
ultimate cures. 

The purpose of our economic sys- 
tem is to supply the necessities and 
luxuries of life to all members of the 
system. In the machine and increasing 
technical efficiency the production goal 
has been attained. The major problem 
of the next quarter-century is to devise 
a more equitable and workable system 
of distribution under which the in- 
herent possibilities of increased leisure, 

















SERVING 
& 
CROSS SECTION 
OF AMERICA 


Cameras and candy, clothing and shoes, 
electrical machinery and locomotives— 
these products represent only a few of the 
285 industries served by the Associated 
System. 

Geographical areas served are as varied 
as the industries they contain. Twenty- 
six states and more than 3,000 communi- 
ties are numbered. 

If business is dull in some areas, the 
Associated System has others upon which 
to rely. If all industry averages below nor- 
mal, there are 1,189,466 domesti¢ custom- 
ers whose use of electric and gas services 
continues. Associated homes used 6.8% 
more electricity in 1931 than in 1930, and 
6.4% more during the first half of 1932 
than during the same period last year. 


For information about facilities, service, rates, write 


ASSOCIATED GAS & 
ELECTRIC SYSTEM 


61 Broadway New York City 





Cameras and Clothing 
Rochester, New York 


Reading, Pennsylvania 


Fire Apparatus 
Bimira, New York 


tron and Steel 
Johnstown, Pa. 


Terre Haute, Indiana 


«tea 


Boots and Shoes 
Binghamton, N. ¥ 


Washing Machines 
Bloomington, Ill. 


—_ 
Ship Building 
Staten Island, N. Y. C. 


Gas Stoves 
Pottsmouth, Ohio 


Locomotives, Erie, Pa. 
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-—50 Stocks——, 
High Low Sales 


N.Y. Times -—Dow, Jones Avgs.—, 


increased consumption and higher liv- 
40 Bonds 30 Indus. 20 Rails 


ing standards may be realized. 

If there is any wisdom in man the 
problem will be solved within a genera- 
tion, providing both higher living stand- 
ards and a closer approach to security. 
If private initiative cannot solve it, it 
is highly probable that the mass will 
Tepresented in democratic government 
will undertake a far vaster experimen- 
tation in economic socialization than has 
yet been tried. 

Between these two alternatives, pri- 
vate initiative has everything to gain 
in working out its own solution and 
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Monday, October 10 
Tuesday, October 11 


Wednesday, October 12 


Thursday, October 13 
Friday, October 14 
Saturday, October 15 
Monday, October 17 
Tuesday, October 18 
Wednesday, October 19 
Thursday, October 20 
Friday, October 21 
Saturday, October 22 


58.47 
61.66 


23.65 
25.77 


55.66 
55.74 


51.63 
52.91 


HOLIDAY — EXCHANGE CLOSED 


59.76 
63,84 
64,22 
62.69 
63,49 
66.74 
64.40 
61,01 
60.85 


25.07 
27.71 
27.95 
27.30 
28.08 
29.45 
29.76 
27.28 
27.26 


55.73 
58.49 
58.55 
57.83 
58.56 
59.96 
60.43 
58.13 
56.36 


52.59 
53,86 
56.97 
56.17 
56.38 
57.40 
58.41 
55.15 
55.03 


2,282,140 
1,745,990 


1,226,890 
2,018,910 
593,510 
770,210 
1,021,300 
1,308,380 
‘1,055,950 
1,244,595 
447,820 
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The Symbol 
of 


QUALITY 
In 


Petroleum 
Refining 


OR 46 years this Com- 

pany has specialized in 

the refining of petro- 
leum products of unexcelled 
quality. The result is a com- 
plete line of products for 
commercial, automotive and 
marine purposes. All of 
these products are recognized 
far and near as possessing 
exceptional merit and out- 
standing efficiency. All such 
products are marketed under 
the trade name, “Sunoco.” 


The Company’s newly intro- 
duced Mercury Process of 
refining is one of the most 
interesting and:important de- 
velopments in the industry in 
recent years. This unique 
process, totally different 
from conventional refining 
methods, was developed, pat- 
ented and is now used ex- 
clusively by ‘this Company 
in the production of the 
famous Sunoco Mercury 
Made Motor Oil. 


Blue Sunoco, the famous 
premium performing Motor 
Fuel which sells at regular 
gas price, is also a promi- 
nent Sunoco product. 


SUN OIL COMPANY 
PHILADELPHIA 





everything to lose in leaving the task 
to the cumbersome efforts of a govern- 
mental rule which can never be di- 
vorced from politics. Our engineers 
and technicians are chiefly responsible 
for conquering the problem of produc- 
tion. The chief hope of the future is 
that their technological and scientific 
method will be applied to the problem 
of equitable distribution and restored 
mass purchasing power. 








Investment Trusts Under the 
Microscope 
(Continued from page 28) 








value of the total invested capital. 

Generally speaking, most manage- 
ment trust stocks in recent years have 
tended to sell as much (or more) below 
their asset values as they did above 
them in 1929 due to the widespread 
disappointment and loss of confidence 
of the public in their management, and 
even in the principles on which they 
were founded. As time goes on, it 
can be expected as in the case of their 
European prototypes that investors 
will learn to discriminate and value 
these stocks individually rather than as 
an identical group. It is interesting to 
note that many investment trust equi- 
ties, the asset value of which had long 
disappeared, continued to be quoted 
and for that matter still are. In such 
cases, their market status is very sim- 
ilar to that of options that give a call 
on expected or hoped for future real 
values, at least so far as minority shares 
are concerned. 








How Strong Are Our 
National Finances? 
(Continued from page 16) 
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inflation of major proportions. That is 
unlikely to come until both business 
men and bankers can see more definite 
promise of profit from renewed expan- 
sion. Meanwhile, indeed, abnormal 
money ease in itself is the direct re- 
flection of business stagnation and of 
the continued timidity of investment 
capital. 

Moreover, there are two weak spots 
in the financial picture, both incon- 
sistent with normal business recupera- 
tion. The first of these is the abnor- 
mally large proportion of Federal bor- 
rowing suppo by commercial bank 
deposits. Of our total Federal debt of 
approximately $20,000,000,000, the 
banks now hold some $10,000,000,000 











or one-half. 
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Let us examine the position of the 


New York City banks. On October 


4, 1929, out of every $100 of total re 
sources, $7.80 was invested in obliga. 
tions of the United States Government. 
On June 30, last, the total was $21.80, 
Moreover, the increase was greatest in 
long-term bonds, the ratio here increas. 
ing from $5.80 out of every $100 of 
resources to $13.10 by June 30, 1932. 
At the same time short-term obligations 
increased from a ratio of $2 out of 
every $100 of bank resources to $8.70, 
To a lesser degree, the same trend is 
shown by other member banks through- 
out the country. 5 

The present prospect is for increased 
government borrowing. It also calls 
for the ultimate funding of a large 
part of the present short-term debt into 
long-term bonds. Obviously, it would 
be desirable for a major portion of the 
Federal bond investment now carried 
by the commercial banks to be taken 
over by private investors, since it is 
not the true function of commercial 
banking resources to be involved in 
this manner. 

True, there is no commercial need 
for the credit thus tied up, but the 
situation confronting us is that banks 
generally have some 13 per cent of 
their resources in long-term Govern- 
ment bonds which, despite a moderate 
yield, are subject to fairly substantial 
fluctuations in market value, and ap- 
proximately 8.7 per cent of banking 
assets are in shorter-term Government 
issues, a large part of which yield only 
a trifling income. With this situation 
prevailing throughout the country, it 
need hardly be said that any factor 
disturbing the market for Government 
securities would have nation-wide 
effect upon the banking structure. It 
is undoubtedly for this reason that 
banks are reluctant to extend their 
general investments and loans. 

The second weak spot in the picture 
is the continuing Federal deficit. For 
the present fiscal year up to October 
13 the excess of Federal expenditures 
over revenues was $469,524,162, as 
compared with $502,106,600 in the 
corresponding period of last year. Un- 
less this gap is closed by retrenchment 
or higher taxation or both at the next 
session of Congress, beginning in De- 
cember, there will be danger of a deficit 
for the 1933 fiscal year ranging some- 
where between $1,500,000,000 and 
$2,000,000,000. 

The Federal deficit last June, to- 
gether with uncertainty over Congres 
sional tinkering with the problem of 
taxation, unquestionably played 2 
major part in the financial panic then 
existing. Although panic is not likely 
to return, the plain fact is that the 
present adverse status of our Federal 
Government's finances is the single 
greatest obstacle on the road to com’ 
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plete financial recovery. It is not too 
much to say that hope of enduring re- 
vival in business must now look to the 
absolute necessity—and therefore the 
probability—of early Congressional ac- 
tion sufficiently wise and courageous 
to remove any lingering shred of doubt 
as to the national credit. 








Third-Quarter Earnings and 
Fourth-Quarter Prospects 
(Continued from page 23) 








those reported in the similar periods of 
1931. General American Tank Car 
is understood to have materially bet- 
tered its financial position, reducing 
both bonded indebtedness and bank 
loans, while the third quarter earn- 
ings of this company are estimated 


to have exceeded the 52 cents a share |. 


shown in the June quarter, although 
they will hardly equal more than half 
the $1.26 a share reported for the Sep- 
tember quarter of 1931. Although 
one can hardly generalize on the fourth 
quarter prospects of the equipment and 
machinery companies, actual results on 
the whole are likely to be somewhat 
better than in the third quarter and it 
is at least gratifying to note the vastly 
increased efficiency which now prevails 


in this field. 


Motors Disappoint 


In the automobile industry actual third 
quarter results are only available on 
two important companies. General 
Motors’ preliminary statement for this 
period showed a net loss of $4,464,229, 
compared with net income of $5,326,- 
377, equivalent after preferred divi- 
dends, to 7 cents a common share for 
the preceding quarter. The company 
earned the equivalent of 25 cents a 
common share in the September quar- 
ter of 1931. Nash Motors reported 
for the quarter ended August 31 
net income of $183,081, equivalent 
to 6 cents a share, against a profit 
equivalent to 70 cents a common 
share in the August quarter of 1931. 
Inasmuch as recent reports from 
the automobile industry express con- 
siderable disappointment over the way 
the business is proceeding and in view 
of the sharp curtailment in gasoline 
consumption, the fourth quarter hardly 
presents a bright prospect. A sharp 
increase in public purchasing power 
will probably have to take place before 
the automobile industry can hope for 
even a reasonable degree of prosperity. 

Third quarter reports from the chemi- 
cal industry are admittedly poor and 
the showing is the more disappointing 

use it is thought that this business, 


OCTOBER 29, 1932 





Forward— into the Future 
A Platform and A Program 


‘TRE recovery in general business 
has begun—we all feel it al- 
though it is still slight enough to 
make us doubt our own feelings. 

For Standard Brands the period 
ahead is one of development rather 
than recovery, of forward progress 
rather than reconstruction. 

The changed conditions will un- 
doubtedly require the introduction 
of many new methods, new products, 
new efficiencies into the business 
structure in the United States, but 
there are old and tried principles 
of business that will stand through 
all the changes. They may be ap- 
plied in new ways but they will 
continue as the central objective of 
sound and stable business construc- 
tion. 

Some of these principles consti- 
tute the strong central planks in 
the platform supporting the Stand- 
ard Brands organization and its 
future. 


ENEATH all successful business 
endeavor must be the integrity 
and value in the products them- 
selves. Whatever changes are made 
in such products must be in the 
direction of greater utility to the 
purchaser, improvements in quality 
and character, suitable stable busi- 
ness relations, year in and year out. 
This is the broadest plank in the 
platform of Standard Brands, Inc. 
Our confidence in the future is 
based largely upon our knowledge of 
this strong plank and the program 
we have adopted to keep it effective. 
Sound manufacturing organiza- 
tions with high standards of re- 
quirements are backed up by ade- 
quate research continuously engaged 
in the search for more effective de- 
velopments that can be made com- 
mercially useful. 

High quality, maintained over a 
long period of years, has provided 
us with a degree of skill in the 
maintenance and improvement of 
its utility to the public, which gives 
us confident assurance of its future 
development. 


Here in Standard Brands we real- 
ize that one of the most serious 
problems faced by modern industry 
is the cost of distribution and our 
second plank is economy and service- 
ability in the distribution of our 
products. 

Our program on this is well-de- 
veloped and the future progress as- 
sured by the organization and 
methods we have set up to deal with 
it and the constant. study we are de- 
voting to the problem. 

Products of high quality, sound 
distribution to meet the needs of 
the public, will carry any business 
on a stable basis in any future we 
can foresee. 

Stability of organization, of em- 
ployment within the organization, 
and of profits go together. They 
are bound up with the suitability 
of the products and the efficiency of 
their distribution. 

The advantages of such stability 
are so visible and important to the 
stable progress of our business and 
the obligation to our stockholders 
that their consideration and pro- 
gramming are part of the daily 
task of every official and executive 
in the Corporation. 


VERY available opportunity to 

improve this stability is consid- 
ered as part of the duties of the or- 
ganization and our record through- 
out the trying period through which 
we are passing is substantial evi- 
dence of what we have accomplished 
in this regard. 

What we have been able to do, 
what we have set up as the planks 
in our future platform and the 
programs that are under way to 
build further upon these stable and 
successful principles enable us to 
look forward with confidence and 
plan for our part in the greater 
future to follow the substantial 
movement of recovery just ahead. 


Standard Brands, Inc. 
Joseph Wilshire, Pres. 
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serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000. ..total customers 1,603,403.. -installed 
generating capacity 1,588,002 kilowatts... properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 

















playing such an important part in every 
other manufacturing activity, would be 
among the first to reflect any real 
change for the better. duPont, while 
reporting 36 cents a share, actually 
derived from its own operations in the 
September quarter only 13 cents a 
share, compared with 44 cents a share 
in the September quarter of 1931; 
while Mathieson Alkali earned 13 cents 
a share compared with 20 cents a share 
in the June quarter and 53 a cents a 
share in the September quarter of last 
year. Nevertheless, despite the ad- 
mittedly poor showing made by the 
chetnicals in their most recent reports, 
the outlook is not devoid of grounds 
for hope. The increased activity in the 
textile, leather and other industries will 
almost certainly be reflected in fourth 
quarter reports and, provided there is 
no further drastic slump in general 
business, these ought to register at least 
moderate gains. 

From the oil industry few reports 
have been received and, while the third 
quarter ought to have been the best of 
the year on account of seasonal influ- 
ences, actual results disprove it. At- 
lantic Refining Co. reports for the 
three months ended September 30, 
1932, a net profit equivalent to 39 
cents a share of common stock, com- 
pared with $1.02 a share in the pre- 
ceding quarter and 46 cents a share in 
the third quarter of 1931. On the 
other hand, it is possible that the 
Standard Oil Co. of California will do 
materially better than the 30 cents a 
share reported for the June quarter, 
although the company’s earnings in the 
third quarter of this year will hardly 
reach the 48 cents a share shown for 
the same period last year. Unfor- 
tunately, it must be admitted that the 
oil industry has lost some ground since 
its rapid improvement of early sum- 
mer. The curtailment of production 
which was proving so successful in re- 
storing the industry to a profitable 
basis became somewhat demoralized in 
the face of a sharp drop in consump- 
tion brought about by the public’s loss 
of purchasing power. Now that we 
are entering the period of seasonally 
decreased consumption, the immediate 
outlook cannot be considered as bright 
as heretofore although by no means as 
unsatisfactory as a year or more ago. 

While the reports for the third quar- 
ter varied somewhat in the case of the 
food specialty companies, the results 
show that this division of industry still 
possesses the quality of earning power un- 
der adverse conditions. National Biscuit 
reported 55 cents a share for the third 
quarter of the present year, compared 
with 61 cents a share in the preceding 
quarter and with 74 cents a share in 
the September quarter of last year; 
Loose-Wiles showed 23, 55 and 61 
cents a share respectively; Corn Prod- 


ucts 74 cents, 63 cents and 64 respec- 
tively; while Penick & Ford made a 
similar showing to that of its larger 
contemporary, the profits before federal 
taxes being $339,187, $143,826 and 
$208,491 respectively. Beech-Nut 
Packing is yet another company which 
is doing more than ordinarily well. 
Estimating Federal taxes, the company’s 
net income was equivalent to $1.05 
cents a share in the September quarter 
of this year, $1.10 in the preceding 
quarter, and $1 in the third quar- 
ter of last year. There is nothing in 
prospect for the fourth quarter which 
would disturb the manufacturers of 
trade-marked foodstuffs. On the other 
hand, a sharp increase in profits is un- 
likely and they will probably report 
earnings about equal to those of the 
third quarter. 

The first impression given by indus- 
try’s latest accounting is not a particu- 
larly heartening one. Red may be a 
bright color, but it loses its brilliancy 
in a profit and loss account. 
second glance at these third quarter 
statements shows that quite a number 
of companies can still manage to glean 
a profit. A few even did better than 
in the preceding quarter and the third 
quarter of last year. But this is much 
less important than the fact that these 
statements in the aggregate give one the 
impression of progress in the war on 
depression. General business is known 
to have grown steadily worse from the 
beginning of the year through the sec- 
ond quarter and that any upturn in 
the third quarter was extremely slight. 
Despite this, losses have been cut in 
numerous cases, while in others the de- 
crease in profits has been much smaller 
than would appear justified by the de- 
cline in business. There is, of course, 
still room for immense improvement 
and political uncertainties are likely to 
prevent much headway over the next 
month or two. No reason exists, how- 
ever, for regarding the more distant 
future as other than more hopeful than 
heretofore. 








What’s Ahead of the Market? 
(Continued from page 11) 








a surprisingly good showing and are 
currently at the high of the year, the 
autumn peak having been extended 
several weeks beyond the comparable 
record in the several previous’ years. 
What now remains to be seen is the 
proportions of the seasonal recession in 
freight trafic normal in the closing 
weeks of the year. 

On the whole, the picture does not 
accord with the rosy speculative hopes 
which the stock market was reflecting 
early in September, but then there is no 


Yet, a 


reason for any realistic observer to 
think that it should. Sound and slow 
recovery is the most that can be ex. 
pected. The recent action of com. 
modity prices, in cancelling half of the 
rally from the year’s lows, is a sobering 
factor. It accords with the reasonable 
expectation that dynamic price recov. 
ery will not give us an easy road to 
prosperity. 

No such recovery, however, jis 
necessary. The major need is for an 
adjustment of the entire business struc- 
ture to a new level of normalcy. That 
is not possible as long as commodity 
values are steadily crumbling. It be. 
comes possible when stability is estab 
lished. Accordingly, the current evi- 
dence that deflation has been checked 
and the prospect that the commodity 
trend henceforth will be no worse than 
lateral constitute a basically hopeful 
change. 








Brooklyn Union Gas Co. 
(Continued from page 41) 








totaled $6,026,004, of which more 
than $2,000,000 was in cash or market: 
able securities at quoted values, while 
current liabilities were less than $1, 
000,000. If it were not for the un 
settlement in both domestic and foreign 
trade, and a desire to further modern- 
ize plants, Monsanto would probably 
feel justified in paying out a large 
proportion of earnings to common 
stockholders. Business, however, will 
improve and the modernization of 
plant be completed. When this oc 
curs, dividends are likely to grow 
even faster than earning power. 


First National Stores, Inc. 


Price—,1932 Div. Yield 
High Low Recent $ % 


54% 35 47 92.50 5.3 
Working capital per share... . $11.85 


Latest earnings per share ( 
quarter ended 7/2/32) 


IRST NATIONAL STORES is 
F the fourth largest grocery chain 

in the United States, and stands 
out as one of the few corporations 
which scarcely knows that there is a 
business depression. In fact per share 
earnings reached an all time peak of 
$4.83 during the fiscal year ended 
March 31, 1932. Not until the first 
quarter of the present fiscal year did 
earnings begin to compare unfavorably 
with the previous year’s results, and 
even then the shrinkage amounted to 
less than 8%—a recession which might 
well be offset by operations during the 
remainder of the fiscal year, in view 
of the recovery in general business ac’ 
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Which Security to Buy 


as important as 


The Right Method of Trading ? 


Do you think that anyone really knows specific securities that 


are better than 


—U. S. Steel 
—General Motors 
—Consolidated Gas 
~—American Tel. & Tel. 


—and dozens of other good stocks 
listed on the New York Stock Ex- 
changeP Do you have to pay any- 
one to tell you that these are good 
stocksP Certainly not. This is com- 
mon knowledge. 


What is not generally known is the 
REAL technical position and action 
of these stocks from which knowl- 
edge you can tell WHEN to buy, 
WHEN to sell, when to stay out of 
the market. And that is the way to 
use the function. of trading for your 
protection and profit. 


This intelligent way of regarding the 


—Du Pont 
—American Can 
—General Electric 


—Public Service of N. J. 


business of investing is dealt with 
clearly and courageously in an arti- 
cle by a member of the staff of the 
A. W. Wetsel Advisory Service en- 
titled—“‘How to Protect Your Cap- 
ital and Accelerate Its Growth — 
Through Trading.” 


It has probably done more to help 
people divest their minds of the fal- 
lacies and half truths which are 
really responsible for their losses— 
and to give them a working grasp of 
the positive philosophy which makes 
for success in investing than any 
piece of writing that we know of. 


Methods That Protect and Produce Results 


This article shows that you need not 
wait to enjoy the benefits of correct 
investment management—it shows why 
you need not fear further market declines 
or even possible failures on the part of 
corporations—but, on the contrary, how 


A. W. Wetsel Advisory Service 
1546 Chrysler Building, New York, N. Y. 


you can put these methods to work for 
your protection and gain—at once. 

Fill in the blank below and we will 
send you “How To Protect Your Capi- 
tal and Accelerate Its Growth—Through 
Trading” without obligation. 


Send me, without obligation, article “How To Protect Your Capital and Accelerate 


Its Growth—Through Trading.” 
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Confidence is returning—Prices are rising 


Do not wait until “conditions are normal” when your invest- 


ment dollar 


will bring much less return. By acting NOW 


you can still purchase the following 


MUNICIPAL BONDS TO YIELD 6% 











Coupon Rate Maturity 


Oct. 1, 1945 
1941 - 1965 
Mar. 1, 1945 
1937 - 1939 
1940 - 1941 
1949 - 1971 
1941 - 1946 
Apr. 1. 1960 
1958 - 1964 
Apr. 15, 1950 


Most of these issues, which normally yield 414% or less, are legal 
investments for New York and New England Savings Banks and 
all are direct obligations backed by 100% record of these Muni- 


cipalities. 


Further details of any of the above — request for Circular WW’-27 
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WHAT WILL DETERMINE 
YOUR VOTE NOVEMBER Sth? 


A Comparative Analysis of the Three 
— a Platforms from the Busi- 
ness Man’s Point of View Will Feature 
the November 1st Issue of — 


The WHARTON NEWS 


of Finance and Commerce 


(Official Organ of the Wharton School 
of Finance and Commerce, University 
of Pennsylvania) 


Also in this Issue: 


rags a D. Roosevelt, Norman Thomas, 

W. Robertson, H. M. Robinson, 
ec Case—discuss ways to “Keep 
Business Going.” 


Address: 


THE WHARTON NEWS 


3417 Spruce Street, 
Philadelphia, Pa. 











BULL or BEAR 


Men of Finance find The Tropics an 
ideal spot to discuss the ‘‘Street.’’ 


The delightful palm-shaded atmos- 
phere is conducive to conversation 
. soft Spanish music at Dinner 

. . a cuisine that is delicious. 


DINNER to 9:30 LUNCHEON 
$1.00 50c 65¢ 


Ine TROPICS 


+0 East 50% St. 

















Important 
if you change your address 


Report changes of address direct to us. The post office will not forward 
copies to your new address unless extra postage is provided by you. 
Duplicate copies cannot be sent to replace those undelivered through 
your failure to notify us of change in address at least two weeks before 


the date of issue with which it is to take effect. 
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tivity which appears now to be under 
way. 

The business was originally founded 
in 1895 by two brothers, named 
Ginter, who then operated two gro 
cery stores in the vicinity of Boston. 
Of recent years the business has ex- 
panded rapidly. New stores have 
been added to the chain each year 
until, with the acquisition this July of 
277 additional stores and markets, the 
company now operates over 2,800 
units. Except for some 30 units in 
Westchester County, N. Y., the stores 
are all located in New England—a 
happy circumstance at the present time 
in view of the sharp upturn which has 
taken place in the textile industry. 

The company’s executives are all 
men of long and successful experienc. 
in the grocery, meat, and produce in- 
dustries, and many of the directors are 
large stockholders. That both of these 
circumstances are guarantees of good 
management may be confirmed by the 
company’s unusually efficient plan of 
operation. Distribution of merchan- 
dise to the company’s numerous stores 
and markets is by motor truck from 
four large warehouses centrally located 
at Providence, East Hartford, and 
Bridgeport, Conn.; and at Somerville, 
just outside of Boston, Mass. The 
Somerville plant serves 1,600 stores, 
and also manufactures a number of the 
company’s private brands which ac: 
count for a third of total sales, and an 
even greater proportion of the profits. 
Nationally - advertised brands, upon 
which profits are always slender, ac’ 
count for another third of total sales. 
Close affiliation with local dairy farm 
organizations assures a continuous sup- 
ply of fresh butter, milk, and eggs. Un- 
like many of the great chain store or’ 
ganizations, National Stores is en: 
countering little embarrassment over 
the rent problem. Most of its stores 
are leased from independent owners at 
rentals based upon a percentage of 
sales, the average being about 2%. 
Leases run for short periods, with 
privilege of repeated renewals. This 
appears to be an ideal solution of the 
rent tangle, and promises to become s0 
increasingly popular that it may en- 
tirely revolutionize the real estate busi- 
ness. 

The company has only 50,000 shares 
of preferred stock, and a funded debt 
of $928,000 (reduced from $1,500,000 
last year), ahead of the 812,000 shares 
of common, and is in very strong finan- 
cial condition. With a current asset 
ratio of 3.1, cash and Governments 
alone stand at $4,780,000 compared 
with $1,070,000 four years ago. Since 
most of its property is rented, com- 
pany’s assets are unusually liquid; as 
may be appreciated from the fact that 
out of total assets of 28 millions, work- 
ing capital alone accounts for A mil: 
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lions. The common stock must thus 
be rated as an unusually attractive 
long pull investment around current 
levels, though naturally subject to fluc- 
tuations in the general stock market. 








Stimulation of Bond Prices by 
Cheap Money Offset by 
Political Considerations 
(Continued from page 29) 








highest grade municipal securities and 
prices have advanced substantially in 
recent weeks. As yields have declined, 
dightly better demand*has developed 
for “second-line” municipals also. New 
York City bonds have advanced briskly 
in response to the budget cuts de- 
manded by financial interests. 

The prospect for the gilt-edged 
municipals is favored not only by ex- 
ceptionally low interest rates, but by a 
decided curtailment in the supply of 
new issues of merit. Throughout the 
country there is an insistent demand 
for economy in governmental expendi- 
tures and it is unlikely that new bond 
issues by cities and states commanding 
ahigh credit rating will keep pace with 
the normal growth of capital funds 
seeking safe investment. As to other 
classes of municipal issues, the factor 
of possible scarcity is far less important 
than are the more immediate uncertain- 
ties as to fundamental security in view 
of the great shrinkage in real estate 
valuations, upon which municipal 
credit is chiefly based. 








What To Do With Insull 
Securities 
(Continued from page 36) 








system, and the prospects in the re- 
organization of the system, the position 
in the pyramid should be ascertained. 
It is probable that most of the operat- 
ing company bonds and preferred 
stocks will remain undisturbed, and 
most will probably continue payment 
of interest or dividends provided earn- 
ings of the operating company are 
maintained. The market price of many 
of these issues reflects the difficulties of 
the parent company, but this should 
No reason why the security should 
be sacrificed if its position is sound. 
Among the intermediary holding 
companies, considerable reorganization 
will probably take place. The earnings 
under present conditions are too low 
to support these capitalizations and as 
Tecovery, if it does come, will prob- 
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One tangible suide 


for financial advertisers 





MORE NEW YORK STOCK EXCHANGE 


MEMBERS READ THE HERALD T 





THAN ANY OTHER MORNING NEWSPAPED 





Wen your advertising appears in 
the New York Herald Tribune, it be- 
comes part of the newspaper that has 
met professional approval of New York 
Stock Exchange members. 


For some time, many people believed the New York Herald 
Tribune to be the preeminent American newspaper in the 
financial field. Today, this belief has been proved a fact. 
Three independent, impartial surveys (one by the scientific 
research specialists, Walter Mann and Staff)have shown that 


Among members of the New York Stock Exchange 
the New York Herald Tribune is: 


1—Read regularly by more members than any other New York 
morning or Sunday newspaper. 


2—Read for financial news on weekdays by more members than 
any other New York morning newspaper. 


3—Preferred for financial news on weekdays by more members 
than any other New York morning newspaper. 


To understand this professional preference for the Herald ‘Tribune, 
study its financial pages. Notice the accurate tables, its carefully- 
planned, easily-digested makeup, its complete coverage of com- 
modity news, its daily average of twenty security groups (more than 
twice the number averaged by papers that are strictly financial pub- 
lications). Picture, too, its. high type of circulation, bringing your 
advertisement to the attention of (1) its first-rank financial following 
and (2) its ever-widening circle of families who read it, believe in it 
and buy from it. 


For RESULTS in America’s largest financial market—the New York 
Herald Tribune. 


NEW YORK 


Herald Tribune 


EUROPEAN EDITION: The New York Herald, Paris, France 
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Keep PosTep 


The pieces of literature listed below 
have been prepared with the utmgst care 
by business houses advertising in this 
issue. They will be sent freé upon re- 
quest, direct from the issuing houses. 
Please ask for them by number. We 
urge our readers to take full advantage 
of this service. Address Keep Posted 
Department Magazine of Wall Street, 90 
Broad Street, New York, N. Y. 





“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 


A COMPLETE FINANCIAL LIBRARY IN 8 VOLUMES 
These eight Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 


“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders, A copy together with their Mar- 
res ee will be mailed upon request. 


PARTIAL PAYMENT PLAN 
An old established New York Stock Exchange 
house is jeguing @ booklet describing a method 
by which listed securities may be purchased 
on monthly installments in odd lots or full 
lots. (813). 


INVESTMENT PROFIT INSURANCE 
The moat jogical form of investment profit 
insurance is represented by the personal and 
continuous counse) rendered by the Invyest- 
ment Management Service. Write for full 
information. No obligation. (861), 


“A CHAIN OF SERVICE” 
Describes and illustrates the history and de- 
velopment ef the Associated Gas & Bilec- 
tric System. (884). 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Blectric Bond & Share Co. 
furnished upon request. (898). 


“STOCK EXCHANGE SERVICE FOR THE SMALL 
INVESTOR” 
This booklet, published by M. C. Bouvier & 
Co., will be sent upon request. (908). 


“HOW TO PROTECT YOUR CAPITAL AND ACCELER- 
ATE ITS GROWTH—THROUGH TRADING” 
Is the title of an interesting article by B. B. 
Harmon of A. W. Wetsel Advisory Service, 
— will be sent to investors on request, 


MARGIN REQUIREMENTS, COMMISSION CHARGES 
Springs & Co, have prepared a folder ex- 
plaining margin requirements, commission 
charges and trading units. Copies ‘gladly 
sent to investors and traders. (939). 


ODD LOT TRADING SUGGESTIONS 
Booklet entitle ‘Odd Let Trading and Sug- 
gestions for ders’’ sent on request. 
McClave & Oo. (940) 

















A Message to Presidents: 


Create investor confidence in your securities 
by publishing your cividend notices, when 
declared, in these columns. Such publica- 
tion brings the investment features of your 
stock to the attention of steckholders of 
record who read The Magazine of Wall 
Street consistently for financial guidance. 





ably be rather slow, readjustments 
must be made. The position of some 
of the more important issues of the 
Middle West system are given in the 
table which accompanies this article. 








Intimate Letters of a Washing- 
ton Journalist and His 
New York Broker 


(Continued from page 21) 








happen between now and November 
8th. A week before the Maine election 
I bet on Hoover and just now I’m not 
so happy about it. The only thought 
that gives me hope is my public school 
education. I was taught that “The 
Democratic Party can always be de- 
pended upon at the last moment to 
snatch defeat from victory.” 

Our own business is extremely quiet 
again, and the net deficit is still cov- 
ered with a carmine shellac. One of 
my broker friends in a temporary fit of 
insanity, opened two new branches, 
but the family doctor hopes he will 
regain consciousness soon. 

Next time you write, spill some of 
the inside Washington gossip. I am 
dying to know what Gene Meyer 
mumbles to himself every time wheat 
makes a new low. . . . whether Barney 
Baruch is really responsible for the 
Democratic fluctuations of our stock 
market . . . . and most important, is 
it true that the G. O. P. is forcing 
Hoover to change to low collars? I 
hear that those high collars have lost 
Herbie more votes in the West than 
Mr, Carter has pills. Come up some 
week-end soon and sample my Johnnie 
Walker, right off the boat! 

Affectionately, 
PERRY. 
P. S. I forgot the main purpose of my 
letter. Your account needs $1,500. 
Sorry, old man, 





~~ 





Is Europe Too Sick 
To Recover Soon? 
(Continued from page 14) 








difficulty of adjusting wages to rising 
living costs has given rise to consider- 
able economic unrest in England and 
other countries. 

So far, however, as actual distress is 
concerned Europe has not suffered so 
much from the depression as the 
United States. In proportion to pop- 
ulation it has fewer unemployed. 


The unemployed have been dealt with 


more systematically and with less agi- . 


tation. The cost of living has been 
so reduced that in many countries 
people are living better than in the 
preceding time of prosperity. Crops 
have been good this year, and in Ger. 
many, France and Italy they are the 
largest in many years. The fear of 
destructive revolutions has been dissi- 
pated. There is no longer any appre- 
hension of the collapse of capitalism. 
The populace has found that it is in 
no danger of perishing at present, and 
it has been discovered that Europe has 
unsuspected reserves of purchasing 
power. The recovery from the war 
was more pronounced than was gen- 
erally believed. 

There are many signs that the ex- 
treme fever of economic nationalism 
is over. There is a growing under. 
standing of the fact that everybody in 
Europe is at once a political national 
and a European economic citizen. The 
rush to trade restrictions was largely 
the automatic reflex of panic as well as 
a necessity of disturbed monetary rela- 
tions. The hard process of the shrink- 
age of trade has brought about a trade 
equilibrium that will pave the way for 
exchange equilibrium. When inter. 
national aos can be conducted again 
in an assured and orderly manner an 
expansion of mutual trade will be wel- 
comed and the growing tendency to 
react against isolation will be strength- 
ened. More trade will make for easier 
trade. 


The Old World Hopes Anew 


All observers report growing hope- 
fulness in Europe. Having accommo: 
dated themselves to the worst and 
found that it is supportable, people of 
the old countries are now begin 
to look forward and think of new goals 
of economic achievement. Europe has 
reached the bottom without collapse 
and without irreparable injury, It is 
now on firm ground. It can begin to 
rebuild. Fundamentally it has only 
suffered from the same causes of ad- 
versity as the United States, It did 
not climb so high in prosperity and 
they did not fall, relatively, so low in 
adversity. A little improvement in 
Europe will be more inspiring than the 
same amount here, Owing to it 
tighter social and economic organiza: 
tion it will be able to spread out 
small gains more evenly than we, But 
the greatest cause of hope in Europe 
as well as in the-United States is that 
the modern economic system, despite 
all its faults, has been able to withstand 
the greatest shock it has ever had with- 
out disintegration and with less human 
misery and degradation than in many 
previous periods of distress which were 
nowhere near so intense in severity. 
The world is suffering from the defects 
of its economic system, but the system 
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IN THESE DAYS when all products are 
endangered by a wave of cheapness, when 
the tire dealer’s service to the public is 
threatened by manufacturers’ ambition 
for volume, this long-established com- 
pany wishes to state again its pledge of 
quality to the users of tires and its plat- 
form of loyalty to Service Dealers. 


ee Mindful that, daily and hourly, the lives and 
safety of millions are entrusted to the quality 
of our product, we will build—as always—only qual- 
ity tires. . . . We will insist on the finest materials 
for our tires that money can buy. We will 
exact of our workmen the highest standards of 
craftsmanship. We will follow every skilled 
operation to know that it is correctly performed. 

We will accept the current prices of tires 
as our prices and find ways other than by skimping 
quality to meet them. We will sell only 
through responsible dealers qualified to assist you 


WITH QUALITY 


FOR LOYALTY 


to get every mile of life and safety built into our 
tires. We will not cheapen quality or sell 
through non-service channels for the sake of volume. 
‘ We will test our tires relentlessly. We will 
advertise them fairly. We will do everything we 
can, by deed and word, to enable people to get more 
and more value from our tires, and continue to 


merit the pub- x X a 


lie confidence 
President 


we have 
always ® sy) 
enjoyed. KELLY.SPRINGFIELD TIRE COMPANY 


KELLY-SPRINGFIELD | 








has proved itself superior in adversity, 
as well as in prosperity, to anything 
that has gone before it. 

No, Europe is not dead or dying. 
Neither is the world. Both are coming 
back. 








Answers to Inquiries 
(Continued from page 49) 








year, The improved showing made 
during the current year, largely reflects 
the benefits derived from the strength- 
ened statistical position of the oil in- 
dustry as a whole, and improved price 
structure for gasoline. Fully realizing 
the importance of curtailing produc- 
tion, oil companies, as a group, have 
shown a greater tendency toward co- 
operation along these lines, than those 
of most industries. Of course, as a 

mestic producer, Barnsdall Corp. 
stands to benefit from the recently im- 
posed tariff on oil imports. On the 
other hand, this favorable development 
has been somewhat offset by a declin- 
ing trend of consumption of petroleum 
products, Thus, several of the impor- 
tant producers have reduced gasoline 
Prices in certain sections of the coun- 
try, a trend that may spread to other 
sections, thereby restricting earnings 
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outlook during the balance of the cur- 
rent year. Nevertheless, Barnsdall 
Corp. in recent years has concentrated 
its activity in strengthening its position 
in the petroleum industry, and now 
ranks as one of the prominent fully 
integrated independent units. Conse- 
quently, the company is in a position 
to reflect general recovery of the petro- 
leum industry. At current prices, the 
common stock is well deflated and re- 
tention of present holdings is advocated 
as a speculative medium for representa- 
tion in the oil industry. 


GENERAL RAILWAY SIGNAL 
Co. 


Are there any new developments in the 
outlook for General Raikway Signal? It 
would seem to me that with no great change 
in the outlook for the rails there can’t be 
much improvement in the business for this 
company. Would you advise me to sell my 
holdings purchased at about 25? 


In comparison with other companies 
engaged in the railroad equipment field, 
operating results of General Railway 
Signal Co, during the current depres- 
sion, haye been maintained at favor- 
able levels. The deficit incurred from 
operations during the initial quarter of 
1932 was more than offset in the sec- 
ond quarter by profits of $232,682 or 
62 cents a share on the common stock 
after allowing for preferred dividend 


ol 


requirements, thus enabling the com- 
pany to show profits of $215,875 or 
46 cents a share on the common stock 
for the six months ended June 30, last. 
Net income for the initial half of 1931, 
amounted to $752,390 or $2.10 a com- 
mon share after dividends on the 6% 
preferred stock. Although full 1932 
returns are somewhat difficult to ac- 
curately forecast, recent dividend pay- 
ment of 25 cents a share indicates that 
earnings should approximate $1 a share 
for the full calendar year. There is 
every reason to believe that the strong 
current position of the company in evi- 
dence at the close of 1931 has been 
maintained. At that time, current as- 
sets amounted to $6,966,216 of which 
$2,050,496 consisted of cash and mar- 
ketable securities against total current 
liabilities of $1,596,783. General 
Railway Signal Co. has long been iden- 
tified as one of the leading units in the 
manufacture of railway signal and 
safety devices, the company prior to 
1924 having confined its activities 
chiefly to supplying electric block sig- 
nals and interlocking systems and ap- 
paratus, although in later years it has 
developed a patented system of switch 
and signal operation and train control. 
In view of the company’s dependence 
upon the railroad industry for its busi- 
ness, earnings improvement must neces- 
sarily await general recovery in that 
field, a factor that is not in early pros- 
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pect. Nevertheless, the company stands 
to benefit substantially from increased 
activity on the part of railroads. Ad- 
mittedly, the common stock must be re- 
garded as speculative in character, but 
retention of present holdings is justi- 
fied on the basis that current prices 
amply discount the restricted medium 
term outlook for the company. 





GENERAL MILLS, INC. 


I am holding 200 General Mills pur- 
chased well above present levels, in view 
of the present showing of this company 
and its outlook I believe it would pay me 
to average down my cost. I would like 
your opinion whether to buy at this time. 


It is generally conceded that the past 
two years has proven a favorable op- 
portunity to test the stability of a busi- 
ness. Few companies, and we might 
say industries, have been able to main- 
tain earnings on as satisfactory basis as 
General Mills, Inc. As a matter of 
fact, General Mills recorded an in- 
crease in net profits available for divi- 
dends on the preferred and common 
stocks, a feat that attests to the aggres- 
siveness of its management. For the 12 
months ended May 31, 1932, net in- 
come amounted to $3,891,200, equal 
after dividends on the 6% preferred 
stock to $3.93 a share on 639,525 no 
par shares of common stock outstand- 
ing. This compared with net of $3,- 
869,665 or $3.71 a share on a slightly 
larger number of common shares out- 
standing in the preceding fiscal year. 
Moreover, financial condition of the 
company was improved during the 
year; total current assets as of May 31, 
last, amounted to $29,433,301 includ- 
ing $9,647,270 cash and United States 
Treasury Certificates, against total cur- 
rent liabilities of only $4,377,219. 
Contributing largely to its favorable 
showing has been the absence of in- 
ventory write-offs. In common with 
other large milling concerns, General 
Mills refrains from speculating in 
wheat, and uses the futures market for 
actual hedging only. Thus, the income 
account is independent of the fluctua- 
tions in wheat, affording a high degree 
of stability in periods such as the past 
two years. “Wheaties” and “Bis- 
quick,” products introduced by Gen- 
eral Mills during the last fiscal year 
have been favorably received by the 
public and give promise of being im- 
potant revenue producers for the 
company. “Gold Medal” flour still 
maintains a leading position, while 
“Softasilk,” a cake\flour, enjoys a fa- 
vorable competitive position. Recently 
General Mills introduced “Fermasured™ 
flour, the product of a new and ex- 
clusive process for treating the soft 
lower priced southwestern wheat to 
give the flour the same characteristics 
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as that made from the higher priced 
hard northern wheat. Success of this 
new process will also prove an impor- 
tant source of earnings for the com- 
pany. We maintain a favorable atti- 
tude toward the shares of General Mills 
and favor accumulation during periods 
of market weakness for income and 
price appreciation over the longer term. 





PENICK & FORD, LTD. 


I am holding 250 shares of Penick & 
Ford, Ltd., which I purchased two years 
ago at levels higher than the current quota- 
tion. I have disposed of a number of my 
holdings of various issues during the past 
two years, but have held Penick & Ford 
as I have been informed that the company’s 
outlook is favorable and that the dividend 
appears secure. I would appreciate your 
advice on the matter. 


Since formation in 1920, Penick & 
Ford, Ltd., has made far greater prog- 
ress than even its earnings record 
would indicate, due to its highly con- 
servative bookkeeping methods. The 
company not only markets its produc- 
tion in bulk, but also in trade-marked 
package form, under such well known 
labels as “Brer Rabbit,” “Penick” and 
“Vermont Maid.” The development 
of the package business was undertaken 
in order to offset the susceptibility of 
the bulk business to the dangers of 
widely fluctuating raw material prices 
and it now comprises about one-third 
of the total business. Chief products 
of the company are syrup, sugar, 
starch, feed, oil, etc., but the company 
also produces and packs molasses, 
maple and cane syrups. ‘The astute- 
ness of the management in developing 
the packaged business is clearly brought 
to light as this brand has provided a 
steady back-log of earning power dur- 
ing the depression. 

For the nine months which ended 
September 30, 1932, profits totaled 
$658,846, before Federal taxes, against 
$840,355 in the first three quarters of 
1931. Report for the third quarter of 








Important Corporation 
Meetings 


Date of 
Specification Meeting 


Company 
Amer. Sugar Refining. Pfd. & Com. Divs, 11-9 
Amer, Tel. & Tel. Go...... Common Div. 11-16 
Amer. Tobacco Co....Com. & Cl. B Divs. 10-26 
Atlantic Refining Co....... Common Div. 11-10 
Beech-Nut Packing Co...... Common Div. 11-18 
Brown Shoe Oo............. Common Div. 11-1 
Chesapeake Serer 11-16 
——— & Ohio Ry...... Common Div. 11-15 
Coca-' Ms soekinconcecd Common Div. 10-24 
Consol. Gas Oo. of N. ¥....Common Div. 10-27 
Delaware & Hudson Co..... Common Div. 10-26 
DEUB, TRO coe sce ssccnccess Common Div. 11-2 
Eastman Kodak Co. ...Pfd. & Com. Div. 118 
Federal Light & Trac...Pfd. & Com. Div. 11-2 
International” er....Common Div. 11-17 
National & Ref. Oo........ Directors 11-9 
Corp....... Common Div. 11-1 
Socony Vacutm Corp........ Common Div. 11-7 
Texas Gulf Sulphur............- Directors 11-17 
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the current year, however, showed 
earnings of $339,187, compared with 
$143,826 in the preceding quarter and 
$208,491 in the September quarter of 
1931. This increase in earnings in the 
third quarter of 1932 likely was the 
result of increased activity in the tex. 
tile industry, which employs corn starch 
in its operations. The company earned 
$2.50 a share in 1931, and per-share 
earnings in the first nine months of the 
current year were $1.65, as against 
$1.98 in the first three quarters of 
1931. The company pays an annual 
dividend of $1 and in view of the 
fact that earnings in the first nine 
months covered this amount by more 
than one and one-half times, it is pos 
sible that the usual 50-cent extra at 
the close of the year will be paid. 
Capitalization is conservative compris 
ing but 400,000 shares of common stock 
of no par value. The increase in earn 
ings in the third quarter of the cur. 
rent year as a result of increased ac 
tivity in the textile industry, is an in- 
dication of what might be expected 
from improvement in operations of the 
other main consuming industries. In 
view of the fact that you likely have 
held the stock through what appears 
to have been the worst of the situation, 
we see no reason for disturbing your 
commitment at this time, as we believe 
the stock offers interesting longer term 
speculative possibilities. 










GENERAL ELECTRIC CORP. 


I am a little disturbed by the rather dis- 
appointing earnings statement published by 
General Electric Corp., covering the first 
nine months of this year. Will you be 
good enough to render your opinion rela- 
tive to the prospects of this company and 
whether I should maintain my present hold- 
ings of 100 shares, purchased at prices 
slightly above those now being quoted? 


The fact that General Electric Corp. 
has been able to keep out of the “red” 
thus far during the depression, 
speaks well for its management. Ob 
viously, when consideration is given to 
the trying times existing during the 
current year, the decline in earnings 
registered during the first nine months 
was not unexpected. For the quarter 
ended September 30, last, profits 
amounted to $2,716,967, equal to 7 
cents a share on the common stock, 
which compares with $3,788,278 of 
11 cents a share for the preceding 
quarter and $9,873,879 or 32 cents a 
share for the September quarter of 
1931. Returns for the nine months 
ended September 30, 1932, amounted 
to $11,657,668, equal after dividends 
on the.special stock, to 34 cents a com’ 
mon share, against $32,685,100 or 
$1.07 a share for the first nine months 
of last year. Present indications are 
that full 1932 returns should cover cut’ 
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Cutting Losses and 
Accumulating Profits 


i eee is the fundamental principle upon which all recommendations of THE 

INVESTMENT AND BusINnEss Forecast of The Magazine of Wall Street are based. 
Our subscribers have the assurance of knowing that they will be guided at all times 
in safeguarding their capital or equity as well as in securing the greatest profits 
consistent with sound market practice. 


Through our perfected methods we know that a high degree of accuracy can be 
maintained in our advices resulting in substantial net profits. Occasional losses are 
inevitable—but the improved formulz we have devised for detecting turning points 
make it possible to cut short any loss which may arise. 


Many New Market Opportunities Now Developing. 
Let Us Guide You in Taking Full Advantage of Them. 


Numerous profit opportunities will be created right along in the coming phases of the market. 
Those which hold the greatest profit possibilities, after they have been analyzed by our market 
and security specialists, would be definitely advised to you as a Forecast subscriber. A constant 
check will then be kept on the recommendations so that you would be informed when to complete 
each transaction to the best possible advantage. 


So that you, too, may receive these new recommendations at the same time as our present sub- 
scribers and obtain the substantial profits that should be available, we urge that you place at least 
a test subscription to the Forecast. Only 8 points profit on 10 shares will more than pay for 
this test. 


Mail the coupon below with your remittance—today. 








+@ This Complete Service for Six Months Only $75 ae: 
(a) (b) (ce) (d) 


Trading Advices following Speculative Investments. Investments for Income Investments Mainly for In- 
intermediate rallies and de- Low-priced common stocks and Profit. Sound dividend- come but with possibilities 
clines (for the purpose of that offer outstanding possi- paying common stocks en- for enhancement in value due 
securing profits that may be bilities for price appreciation titled to investment rating, to investor demand. Recom- 
applied to the purchase of over a moderate period. with good profit possibilities. mended and carried in our 
semi-investment and invest- Recommended and carried in Recommended and carried in Bond and Preferred Stock 
ment securities). our Unusual Opportunities. our Bargain Indicator. departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analyses and recommendati 


eee MAIL THIS COUPON TODAY-—----—--———~—: 


Oct. 29 
THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Cable Address: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
I understand that regardless of the telegrams I select I will receive the complete service outlined 
above by mail. ($137.50 will cover an entire year’s subscription.) 





THe INVESTMENT AND 
Bustness Forecast 
of 
The Magazine 

7 of 
Wall Street 
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(Telegraph me collect your Trading Advices and thereafter as described in (a). 
Oi Telegraph me collect your Unusual Opportunity recommendations and thereafter as described 
in s 





yn 1 Oi Felegraph me collect your Bargain Indicator recommendations and thereafter as described 
Cc. . 
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Necessary 
Business Economics 
for Successful 
Investment 


by Oliver C. Cameron 


EVERY successful investor and 

trader consciously or sub- 
consciously uses the fundamental 
principles which are so clearly 
described in this important book. 
It sets forth the significance of 
supply and demand, under-pro- 
duction and over-production, the 
effect of good and bad crops, the 
ebb and flow of credit, and simi- 
lar factors which should help you 
to recognize the signs and take 
advantage of the trend to your 
material benefit. 


174 Pages. Illustrated with graphs 
and charts, replete with examples 
and suggestions. Richly bound in 
dark blue flexible imitation Mo- 
rocco, lettered in impressed gold. 


PARTIAL CONTENTS 


Economics the Science of Busi- 
ness—The Corporation’s Posi- 
tion.— Distribution and Exchange. 
—How Prices Are Controlled — 
The Most Important Element in 
Price-Making.— Various Types of 
Market. — Farmer, Merchant, 
Speculator.— Principles of 
Money.—Credit and Banking.— 
Federal Reserve System.—Busi- 
ness and Stock Market Cycles.— 
Corporation Profits During Busi- 
ness Recovery.—Business Barom- 
eters and Trade Indicators.— 
Charts No Substitute for Judg- 
ment.—Types of Charts——Con- 
struction of Charts.—Assigning 
Values to the Scale-—Sources of 
Data. 


$1.00 Postpaid 


Only a Limited Quantity Available 
at This Special Price 


Oct. 29 B 
The Magazine of Wall Street 
90 Broad St. 


Enclosed is $1.00. Please send me a copy 
of “Necessary Business Economies for Sue- 


(Please send me without obligation your 
descriptive book circular. 
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rent annual dividend rate of 40 cents 
a share by a slight margin. Recently, 
the company has taken to the air, via 
the radio, in an effort to bolster sales of 
its household products. Moreover, the 
recently introduced oil-fire domestic 
furnace, used in connection with the 
air-conditioning equipment, now in 
the process of development, is expected 
to be an important revenue producer 
for General Electric. When considera- 
tion is given to the broad scope of its 
operations, General Electric is in a 
favorable position to reflect general 
business recovery as it appears in evi- 
dence. 

Furthermore, the financial condition 
is exceptionally strong, which should 
enable the company to weather an ex- 
tended period of curtailed business ac- 
tivity with little difficulty, and we feel 
that further retention on a strictly 
long-term basis is justified. 


WILLIAM WRIGLEY, JR., CO. 


I am somewhat concerned to note a very 
sharp falling off in the earnings of William 
Wrigley, Jr., Co. in the third quarter. I 
hold 100 shares of this stock and the divi- 
dends are very important to me at this 
time. Do you feel there is likely to be any 
reduction in the present $3 annual payment? 
Do you think it will be advisable for me 
to dispose of all or part of my holdings? 


The aggressive advertising and mer- 
chandising policies which have been 
characteristic of William Wrigley, Jr., 
Co. for a long period of years have 
gained for this company the distinction 
of being the world’s leading manufac- 
turer of chewing gum. By virtue of a 
relatively simple manufacturing process 
and the low unit cost at which they 
are retailed, the company has been 
more successful than the average in- 
dustrial enterprise in combating the 
adversities of depression. Considering 
the duration and severity of the busi- 
ness depression we consider the earn- 
ings record of Wrigley in the current 
year to be quite satisfactory. While 
there is no gainsaying that earnings 
equivalent to only 86 cents per share 
in the three months ended September 
30, last, do not compare favorably with 
the $1.51 a share earned in the same 
quarter of 1931, we would point out 
that this quarter is normally less profit- 
able and there appears to be no reason 
for assuming that the final quarter of 
the year will not produce sufficient 
profits to provide earnings for the full 
year in excess of the $3 dividend. You 
will recall that earlier this year that 
dividends were reduced to the present 
rate and unless earnings experience a 
more precipitate decline than appears 
likely, we do not feel that you need be 
unduly concerned with regard to the 
income from this commitment. Finan- 
cial position of the company. is excel- 


lent and as of August 31, last, current 
assets were more than ten times cur 
rent liabilities. On the whole, there. 
fore, we regard the issue as a more de 
pendable income- producing medium 
than the average common stock today 
and we see no particular necessity for 
withdrawing from this situation at this 
time. 








Readers’ Forum 
(Continued from page 47) 








after the Civil War than after the War 
of 1812, which leads to a very logical 
assumption that the decline after the 
World War is going to be greater than 
either of the other declines and the 
probable reason for these increasing de- 
clines is the fact that our lives are be 
coming more specialized and compli- 
cated, making the ability to barter 
practically impossible. 

While upward reactions are to be 
expected during a depression because 
of the fact that some commodities and 
prices drop too fast, the fact remains 
that they are simply reactions and do 
not by any means signify the end of 
our trouble. 

Now if we are to face the grim reali- 
ties we will realize that declining prices 
and wages result in poor business, 
strikes, riots and bloodshed besides the 
poverty and suffering attendant upon 
such conditions. 

It is ridiculous to assume that the 
Reconstruction Finance Corporation 
can accomplish anything worth while 
for the reasons, first: The maintaining 
of credit by loans to banks and rail- 
road companies accomplishes no active 
result, and second: The amount in: 
volved in public works is so small com- 
pared to our national income that 
the idea it will bring back business is 
silly. 

It is foolish to expect business men 
to have confidence in the future and 
to go ahead and buy materials for this 
certainly could result in their going 
bankrupt. 

If our fundamental financial system 
had been changed it might be reason: 
able to assume that things would be 
different today than they were in the 
past, but the laws which govern busi 
ness are exactly the same today as they 
have been the last one hundred years 
or more. 

Why should we accept stocially the 
hard times the future has in store for 
us? Is unemployment a natural thing 
or is it natural for men to work when 
they want to? Isn't this country en 
titled to all the goods its people cat 
produce? Isn't everyone entitled to sell 
his services? 
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The fundamental trouble with our 
economic system today is that we re- 
fuse to accept the services of our fellow- 
men. 

We must accept their services but 
this does not imply that we must take 
ten loaves of bread where we only want 
one, but that they must find something 
we want and we must help them to find 


it. 

There is only one thing which will 
give the government the control of this 
situation and allow it to accomplish the 
ending of forced unemployment and 
poverty and that is taxing currency. A 
law must be passed recalling all cur- 
rency on a specified date each year at 
which time the holder of the old dollar 
receives ninety or ninety-five cents of a 
new currency issue. 

In order to eliminate and avoid the 
trouble of bonds, etc., payable in gold, 
it will be necessary to abandon free 
coinage but to continue to maintain the 
price of gold until business gets on its 
feet, for if we let the price of gold 
drop we will be flooded with cheap 
goods from abroad. Let the govern- 
ment sell any gold for which a price 
above par is offered but let it be un- 
derstood that gold dollars are no longer 
legal tender but are simply reserved to 
redeem the gold bonds. 

If you understand this matter please 
spread this idea but if not a word from 
you will bring a clearer explanation, 
for it is very necessary that something 
be done as soon as possible for this re- 
action will soon peter out and we will 
be in the midst of another price decline 
which will carry us further down the 
oO S. ASPINWALL, Detroit, 

ch. 


In Praise of Realism 


Epiror, READERS’ FORUM: 

In Mr. Miller's articles, “How Far 
Can This Market Go?” and the two 
previous ones, I admire your courage in 
stating the truth about business condi- 
tions and exposing the ballyhoo of the 
present government. In these days of 
newspaper, magazine and radio pros- 
perity propaganda, it is refreshing to 

da magazine that dares to state the 
realities. Is it not true that the pres- 
ent government is sitting in on the 
gambling game and directly and 
indirectly through pools, the Federal 
Reserve and financiers like Mellon, 
taising the markets to an unsound level 
against the real trend of business? 

_ To thinking people, the most disgust- 
ing development of the depression is 

pseudo-prosperity the politicians 
are staging in order to be elected in 
November. It is too bad that all this 
inflation and ballyhooing was not at- 
tempted a year or more ago before the 
‘ountry was economically prostrated 
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EVEREADY 


PREST ONE 


BEFORE YOU BUY 
ANY ANTI-FREEZE 


VEREADY PRESTONE is different 
from all other anti-freezes—there 
is nothing else like it. 


In developing Eveready Prestone, the 
laboratories of Union Carbide and Car- 
bon Corporation, keeping in mind the 
requirements of the U. S. Bureau of 
Standards for an ideal anti-freeze, have 
perfected a product that satisfies the 
following specifications: 


Eveready Prestone does not boil away. 
So it does not require frequent renew- 
als, nor does it leave the car unprotected 


when a cold snap follows warm weather. 


The fumes of boil-away products may 
mar the finish of fine. cars. Smelly 
fumes also make winter driving un- 
pleasant, and inflammable mixtures in- 
crease the hazards of accidents. Ever- 
eady Prestone is non-inflammable and 
odorless. It will not affect your car 
finish. And it is thoroughly effective 


in preventing freezing. 


Eveready Prestone circulates freely 
Yet 
A heavy, viscous 


at lowest operating temperatures. 
it will not “creep.” 
fluid, which is not free-flowing, is a poor 
cooling agent. Other substances in use 
may “creep”—leak from systems that 


are water-tight, but not tight enough 
to hold these liquids. 


Many products, because of their 
thickness in the concentrated form, are 


The 


cost of canning and shipping plain 


sold as water-diluted solutions. 


water is thus borne by the public. Ever- 
eady Prestone is packaged as a concen- 
trated product, not water-diluted. It’s 
ALL anti-freeze! 


NOW REDUCED IN PRICE 


Eveready Prestone is now substantially 
Today it offers the 


safest and mast economical anti-freeze 


reduced in price. 


you can buy for all-winter protection. 


And Eveready Prestone also brings 
you protection against rust and cor- 
rosion. On brass, copper, solder, alumi- 
num and zinc, it reduces the corrosive 
action of the water in the cooling-system 
at least 75%. On cast iron, 95%. 


Eveready Prestone is approved by all 
car-manufacturers and guaranteed by 
National Carbon Company. Put it in— 
today. 


NATIONAL CARBON COMPANY, Inc. 
General Offices: New York, N. Y. 


and Carbon 


Unit of 
Corporation 


Union Carbide 


























manual 


pocket-size 
investor 


for every 


120 pages, monthly, of 

Brief Statistical Reviews and 

Expert Ratings of Over 1600 

Listed Securities—Alphabeti- 
eally Arranged. 


These monthly Adjustable 
Stock Ratings are of inesti- 
mable help in keeping up to 
date on all securities in which 
investors are interested and 
in checking changes in the 
outlook for securities previ- 
ously purchased. 


Now, more than ever, you 
will want the guidance of 
Adjustable Stock Ratings so 


that you can— 


—Avoid companies not likely 
to recover. 


—See at a glance any danger 
signals on previous pur- 
chases. 


—Know which industries are 
progressing—which are de- 
clining. 

—Know what companies offer 
the soundest profit possibili- 
ties. 


—Have all the essential facts 
all the time. 


Issued on the 15th of every 
month. 


The Magazine of Wall Street 

90 Broad Street, New York. 
I enclose $250. Send me 
ADJUSTABLE STOCK RATINGS 


monthly for one year. 








and people lost homes, farms, savings, 
bonds and stocks because of a blunder- 
ing and inefficient government. The 
fact that the politicians waited until 
three months before election to wage 
their offensive against the depression 
should make the people of this nation 
lose their faith in the integrity and 
honesty of the Government. What 
guarantee of sincerity and real effort 
can the voters have after the incentive 
of election is removed? After Novem- 
ber are we to have the same old laissez- 
faire method of dealing with the de- 
pression and a disastrous relapse from 
the present boom in the market? 

It is a pity that the public has such 
little “print resistance,” but believes 
everything in the way of trumped-up 
prosperity published by the press. We 
will ever be the victims of managed de- 
—— and inflations and robbed by 

igh government crimes in finance and 
extravagance as long as we are so easily 
propagandized. — FLorENCE McCray, 
Pasadena, Calif. 


The Real Burden on Business 


Epitor, READERS’ FORUM: 

An editorial recently in the Pitts- 
burgh Press commented favorably on 
an article in your magazine, and I wish 
to congratulate you for your statements 
of the business situation. 

“Little or nothing is being done to 
create markets for the production which 
is being encouraged. No substantial 
recovery from the depression nor any 
lasting revival of business profits is con- 
ceivable unless we attain a broad dis- 
tribution of wealth. In any general 
and enduring prosperity a great ma- 
jority of people must be participants.” 

Perhaps I hit along similar thoughts. 
Of course, it is difficult to have some 
business people see right lines, but 
eventually, they must learn or give 
way. 

Keep up your pushing and pounding 


on policies that will prevent the spread. 
ing of “isms” in this country, and on 
the other hand, stop that everlasting 
talk of some people for co-ordinating 
concentrating and controlling. 

The real hard load on commerce js 
supporting the governmental expense of 
some 15 billion dollars annually, and 
our commerce this year will be under 
60 billions—A. Date McMILtan, 
Pittsburgh, Pa. 


Moratorium to Regret 


Editor, READERS’ FoRUM: 

I've just read your “A Moratorium 
to Regret” in your October 1. issue. 

I like it very much and think you 
would help many people as well a 
your Magazine if you would have it 
reprinted on a card or a folder for dis 
tribution either through your sub 
scribers or otherwise——B. E. Apams, 
New York, N. Y. 








Buying On Red Ink 
(Continued from page 38) 








there is much to be said for buying 
into companies in the “red” in order 
to sell in the “black,” it is not, of 
course, a rule that can be followed 
over-enthusiastically. Should one de 
cide to take an interest in a company 
losing money, it should be done ona 
scale well within the individual’ 
means. More important still, it should 
be done with every regard for ultimate 
survival. But if these factors are given 
the attention they deserve, it is un 
doubtedly a method of speculation 
which will prove much more profitable 
than the widely followed one of buy 
ing in the “black” only to sell in the 
“red.” 








In the Next Issue 


What to Do With Foreign Bonds in Default 


By Dr. Max WINKLER 


If Beer Comes Back— 


What Companies Will Be Benefited? 


What Companies 


Will Be Injured? 


— 
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_...| WHAT WOULD IT BE WORTH 
yf | TO YOU IN TIME AND MONEY 


> under 


(ILLAN, 


— if we were able to minimize, or eliminate altogether, 


further loss of your principal? 


— if we were able to increase and maintain the income 


from your investments to the desired amount? 


— if we were able to make more money for you from 


the standpoint of capital appreciation ? 


If you would like your portfolio managed more safely and profitably, now is 
the time to take the necessary corrective steps. The Investment Management 
Service will afford you investment counsel fitted to your individual require- 
ments—and continuous watching over your holdings with voluntary recom- 
mendations for your financial welfare. The object of this service is to assist 
you in the prevention of losses and in realizing opportunities for profit by the 
scientific rotation of your funds. It is distinctly of a professional nature. 


We should like to show you how this service can be applied to your particular 
program and how you should benefit through its use. Therefore we invite 
you to submit a list of your present holdings so that we may study your situa- 
tion and advise you accordingly. We will acquaint you with the general poli- 
cies we would follow in actually supervising your account and tell you what 
our charge would be. This preliminary analysis will not involve any cost or 
obligation—yet it may contain suggestions which will assist you in more effec- 
tively accomplishing your investment objectives. Of course, our knowledge 
of your affairs will be held in absolute confidence. 


INVESTMENT MANAGEMENT SERVICE 10/29/32 
90 Broad Street, New York, N. Y. 


Gentlemen: 

I am enclosing a list of my holdings. Kindly study my list and tell me how your 
personal service will help me solve my investment problems. This places me under no 
cost or obligation. 


INVESTMENT 
MANAGEMENT 
SERVICE 


A DIVISION OF 
THE MAGAZINE 
OF WALL STREET 


City & State 
My liquid investment capital, in addition to the securities listed 
herewith, is approximately $ 
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Now— 

An Opportunity 
That May Mean 
Money to You 


Which of your securities 
should be held during the 
anxious weeks ahead? Which 
of them are inactive, but 
ready to step ahead? 


THE MAGAZINE OF WALL 
STREET keeps you posted on 
your present holdings and 
points out new opportunities. 
Its experts analyze stocks as 
they approach their peaks. 
They suggest bargains in 
high grade, dividend-paying 
stocks and bonds. 


New Opportunities for 
Profit in the Next 
Few Months 


In this new era of the stock 
market there are many new 
money-making opportunities 
ir sight. Timeliness will be 
the prime requisite for mak- 
ing profits during this period. 
A clear understanding of 
trends and authoritative 
guidance can be of real value 
to you. 


Special “Get-Acquainted” 
Offer 


Take advantage of our special 
“get-acquainted” offer. Be 
assured of receiving your 
copies of THE MAGAZINE OF 
WaAL_t STREET during the im- 
portant after-election period. 
Every issue will contain 
timely information of real 
money-value to you. 


Mail this coupon—now 
The MAGAZINE of WALL STREET 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the four issues 
beginning with October 29. 
C)1f you would like to have this special 


offer cover eight issues instead of four, 
check here and enclose $2.00. 





























New York Curb Exchange 











IMPORTANT ISSUES 
Quotations as of Recent Date 


Name and Dividend 
Alum. 
Amer. 
Amer. 
Amer. 
Amer, Gas & Elec. (1) 
Amer, Lt. & Traction (2%).. 
Amer. Superpower 
Assoc, Gas Elec, ‘‘A’’ (Stk. 
5%) 
Brazil 


Cities Service Pfd 

Commonwealth Edison (5)... 
Crown Cork Inter. A 
Commonwealth & So, War... 
Creole Petroleum 

SE I Won 000 ssescncecnse 8% 
MOGTO GS GO, cscccrcccsccecce 185% 
Detroit Aircraft 

Elec, Bond & Share (6% stk.) 48 
Elec. Bond & Share Pfd. (6). 67 
Federated Metals 

Fisk Rubber w. i. 

Ford Motor, Ltd. 


1932 
Price Range 


Name and Dividend High 
Glen Alden Coal 

Goldman Sachs T 

Gt. A. & P, Tea N. V. (6%). 168 
ee EN a hv oscccceance 
Hecla Mining 

Int’l Petroleum (1) 

Lone Star Gas (.64) 

Nat. Aviation 


Sherwin-Williams (2) 
Standard Oil of Ind. (1) 
Standard Oil of Ky. (1.20)... 
Swift & Co. 

Swift Int’l (4) 

United Founders 





ECENT rallying tendencies on 
the Curb Exchange have at this 
writing apparently proven abor- 

tive and trading interest has turned to 
the possibility that the October lows 
may soon be tested. Despite an in- 
terruption provided by two technical 
rallies in the last month, the general 
pattern of the movement indicates an 
underlying downtrend since early Sep- 
tember. 

The market is exceptionally dull, 
however, and neither in rally nor re- 
action shows any ability to attract a 
public interest. Under the circum- 
stances professional speculators are 
hard put to it to whip up any sem- 
blance of activity or substantial price 
movement. The recent rally has rested 
largely upon the usual inclination of 
such traders to follow the immediate 
line of least resistance. 


Public Interest Small 


Thanks to the absence of any real 
volume of outside liquidation and to 
the presence of a none too strong short 
interest, operations for the rise were 
conducted with fair success for ap- 
proximately a week, only to meet with 
sudden collapse when professionals at- 
tempted to sell out to each other. Such 
a market is interesting only because it 


demonstrates the swiftness and violence 
of trading swings which rest upon noth- 
ing but professional experimentation. 

The current trading offers few in- 
dividual features of interest. Indeed, 
approximately one-third of the total ac- 
tivity is accounted for by speculation 
in the ever-popular Electric Bond & 
Share. This has come to be virtually 
the only issue on the Curb in which 
traders can deal in sizable lots and 
which offers a fairly wide daily range 
of fluctuation. 


Awaiting Election 


In so desultory a game of in-and-out 
speculation, there is nothing to throw 
significant light on the prospect of com- 
ing weeks. Outsiders have little or no 
inducement to risk commitments, either 
long or short. Buyers are naturally 
inclined to sit upon the fence while 
awaiting the result of the national elec: 
tion, even though there is little reason 
to expect that this will be a vital in- 
fluence upon the price trend. The 
short side of the market has lost much 
of its attraction, not only because of 
the official restrictions which have been 
thrown around the practice, but be: 
cause outside liquidation is light and 
the average price level is rather low 
for comfortable bearish operations. 
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to security ratings and Sstatistics.... 
Profits depend on knowing the month-to-month outlook for 
the securities in which you are interested. Every investor | 120 Pages 
needs the timely information provided monthly in this handy, Pocket-Size 
cont pocket-size book. Revised 
: “ADJUSTABLE ape? 
145 ‘ 
” STOCK RATINGS” 
. Issued on the 15th of Every Month 
5% Self-Interpreting — Brief Statistical Reviews and 


1% Expert Ratings of the more than 1600 stocks on 











15 
ae the N. Y. Stock Exchange and N. Y. Curb Market. 
Alphabetically arranged — With Ticker Symbols. 
15 
2 Whether you want to keep up-to-date on securities you contem- 
4 plate buying, or in checking the present outlook and position 
25 of securities you are now holding, “Adjustable Stock Ratings” 
22 can be constantly helpful to you. 
22% Its Ratings are revised monthly to show you the present out- 
1% look for an industry—whether it is in a strong position—if 
% prospects hinge on uncertain developments—if it is depressed 
ee without signs of improvement. “Adjustable Stock Ratings” 
% gives you the position of your company in its industry, whether 
on excellent, good, fair, or doubtful. Answers 
19% Its Statistical Data is essential in judging and keeping track 
of the companies in which you are interested, giving earnings, ~ 
price ranges, dividend information, funded debts, shares out- All These Questions 
statding, and latest available information on _ interim Ever Mo th 
earnings. Rd n 
Its Comments are changed frequently, to keep you posted on 
nce new developments likely to affect prices. How do the Per-Share Earnings Compare? 
th- Its Conclusions are based on intensive analyses of the combined What companies show no promise of early recovery? 
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L y f Street, and our Personal Inquiry Department, provides you with What are the High and Low Market Prices for this year 
ic an economical and excellent investment service that should and last year? 
ind enable you to keep your funds profitably placed in sound issues 
1ge at all times. What is the Funded Debt of each company? 
Now, A Special Combination Offer brings What is Expert Rating on each stock? 
you our Personal Inquiry Service free What is the Par Value on each stock? 
You may only check off ‘Adjustable Stock Ratings” h below. What are the Divid R 5 
But, we ids a es eoutier’ te. ua eles eae yr neg “we ater pos you D 9 P — _—— — and Record 
take advantage of limited-time subscription rates to “Adjustable Stock Ratings” ates: 
ut and THE MAGAZINE OF WALL STREET, but your subscribing now entitles P 
ow you to as many as three personal opinions at any one time concerning any What is the present status or outlook? 
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Bank, Insurance and 
Investment Trust Stocks 














Quotations as of Recent Date 


BANK AND TRUST COMPANIES 
Bid Asked 

Bank of N, ¥. & Trust Co. (14).. 315 $35 
Bankers (3) 69 
Brooklyn (10) 202 
Central Hanover (7) 143 
Chase (2) 
Chemical (1.80) 
City (2) 
Corn Exchange (4) 
Empire (1.60) 
First National (100) 
Guaranty (20) 
Irving Trust (1.60) 
Manhattan Co, (2) 
Manufacturers (2) 
New York (5) 
Public (2) 
United States Trust (60) 


INSURANCE COMPANIES 


Aetna Fire (2) 
Aetna Life 

Carolina ‘ 
Continental ......... 
Glens Falls (1.60) .. 
Globe & Rutgers 
Great American (1) 
Hanover (1.60) 
Hartford Fire (2) 
Home (1) 


INSURANCE COMPANIES—(Continued) 
Bid Asked 
Travelers (22) 375 
United States Fire (1.20) 19% 
Westchester (.25) 15 


SURETY AND MORTGAGE COMPANIES 


Bond & Mtg. (3.20) 26 
Lawyers Mortgage (.80) 11 
National Surety 10 


JOINT STOCK LAND BANKS 


First Carolina 
Lincoln 
Southern Minnesota 


INVESTMENT TRUST SHARES 


Amer. Founders Trust 6% Pfd.... 15 
Do 7% Pfd. 15 
Diversified Trustees Shares A.... 


Interl. Sec. Corp. of Amer., Pfd.. 15 
Do Cum. Pfd, 15 
No. Amer. Trust Shares ais 
Second Intl, Securities A 1 3 
Do 6% Pfd. 16 2614 
U. 8. & British Internl. Pfd 14 
Uselps Voting Shares 9% 


“a - 0 


ANK stocks have followed other 
markets in moderate reaction re- 
cently and most issues are sub- 

stantially under the highest quotations 
established in September. The current 
price level, however, remains well above 
the summer lows and the dullness of 
the market, if reflecting lack of en- 
thusiastic demand, also reflects absence 
of any important volume of liquida- 
tion. 

Since the bond market, stock market 
and most commodity markets have been 
in a generally reactionary trend for a 
period of weeks, financial attention 
naturally turns to conjecture as to the 
possibility of a general test of last sum- 
mer’s price line.. Few observers would 
be willing to hazard a prediction as to 
listed stocks, but there is considerable 
reason for confidence that the underly- 
ing deflationary trend of commodities 
has been definitely broken and that at 
least the major part of the improve- 
ment in our financial position will be 
retained. 

If this is the case, there will be no 
reason for either the bond market or 
the market for bank and insurance 
stocks even closely to approach former 
depression lows. The banks generally 
do not yet have clear sailing. New 


York City institutions in particular are 
piling up excess reserves and finding it 
difficult to employ their resources with 
profitable safety. 

Money rates have fallen to the low- 
est levels ever known, with the result 
that short-term collateral loans and 
short term investments, especially in 
United States Government obligations, 
yield only a trifling return. There is 
little expansion in the more profitable 
business loans, safe commercial risks 
being limited by continued business 
stagnation. 

The difficulty which the banks are 
having in making profits, however, has 
an offset of great importance. It has 
been possible for the strongest banks to 
earn operating profits throughout the 
depression. Write-offs for losses and 
contingencies have been the fly in the 
ointment. Due to general improve- 
ment in all markets, these deductions 
have been greatly lowered, if not in 
some cases getting back to what may 
be regarded as normal. Thus, the basic 
turn in the financial situation is a defi- 
nitely favorable long-term factor for 
bank stocks. They should be able to 
return to a satisfactory profit margin 
somewhat in advance of general busi- 
ness. 





STATEMENT OF THE OWN. 
ERSHIP, MANAGEMENT, 
CIRCULATION, ETC., RE. 
QUIRED BY THE ACT OF 
CONGRESS OF AUGUST 24, 
1912. 


Of THE MAGAZINE OF WALL STREET, 
a every two weeks at New York, 
N. Y., for October 1, 1932. 


State of New York i ce 
County of New York 


Before me, a Notary Public in and for the 
State and county aforesaid, personally ap- 

ared E. Kenneth Burger, who, having been 
uly sworn according to law, deposes and says 
that he is the Managing Editor of ‘The Maga- 
zine of Wall Street, and that the following is, 
to the best of his knowledge and belief, a true 
statement of the ownership, management 
(and if a daily geen, the circulation), etc., 
of the aforesaid publication for the date 
shown in the above soutien. required by the 
Act of August 24, 1912, embodied in section 
411, Postal Laws and Regulations, printed on 
the reverse of this form, to wit: 

1. That the mames and addresses of the 
publisher, editor, managing editor, and busi- 
ness Managers are: 

Publisher, C. G. Wyckoff, 90 Broad St., New 
York, N. Y. 

Editor, none. 

Managing Editor, E. Kenneth Burger, 90 
Broad St., New York, N. Y. ; 

Business Manager, F. R. Donovan, 90 
Broad St., New York, N. Y. 

2. That the owner is: (If owmed by a cor- 
poration, its name and address must be stated 
and also immediately thereunder the names 
and addresses of stockholders owning or hold- 
ing one per cent or more of total amount of 
stock. If not owned by a corporation, the 
names and addresses of the individual owners 
must be given. If owned by a firm, company, 
or other unincorporated concern, its name 
and dress, as well as those of each indi- 
vidual member must be given.) 

The Ticker Publishing Co., Inc., 90 Broad 
St., New York, N. Y. 

Cc. G. Wyckoff, Inc. (stockholder), 90 Broad 
St., New York, N. Y., the stockholders of 
which are C. G. Wyckoff, 90 Broad St., New 
York, N. Y. 

8. That the known bondholders, mort- 
gagees, and other security holders owning or 
holding 1 per cent or more of total amount of 
bonds, mortgages, or other securities are: (If 
there are none, so state.) 

R. D. Wyckoff (bondholder), Greenwood 
Lake, N. Y.; C. G. Wyckoff, Inc. (bondholder), 
90 Broad St., New York, N. Y., the stock- 
holders of which are C. G. Wyckoff, 90 Broad 
St., New York, N. Y. 

4. That the two paragraphs next above, 
giving the names of the owners, stockholders, 
and security holders, if any, contain not only 
the list of stockholders and security holders 
as they appear upon the books of the 
company but also, in cases where the 
stockholder or _ security holder appears 
upon the books of the company 48 
trustee or in any other fiduciary relation, 
the name of the person or corporation for 
whom such trustee is acting, is given; also 
that the said two paragraphs contain state- 
ments embracing affiant’s full knowledge and 
belief as to the circumstances and conditions 
under which stockholders and security holders 
who do not appear upon the books of the col- 
pany as trustees, hold stock and securities in 
a capacity other than that of a bona fide 
owner; and this affiant has mo reason to be 
eve that any other person, association, oF 
corporation has any interest direct or indirect 
in the said stock, bonds, or other securities 
than as so stated by him. 

5. That the average number of copies of 
each issue of this publication sold or dis- 
tributed, through the mails o> otherwise, to 
paid subscribers during the six months pre- 
ceding the date shown above is— (This in- 
formation is required from daily publications 


only.) 
E. KENNETH BURGER, 
Managing Editor. 
Sworn to and subscribed before me this 
27th day of September, 1932. 

[Seal] RALPH J. SCHOONMAKER, 
Notary Public Westchester Co., Cert. Filed, 
N. Y. Co. No. 1387, Reg. No. 38885. 

(Commission expires March 30th, 1933.) 
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THAT 9000 GROWING COMMUNITIES MAY BE SERVED! 





and light seven 


million lamps 


Electric current for seven million lamps! 
This requirement of American homes is 


just another of the daily demands that come 





to Cities Service Company subsidiaries. 
The day after day call for modern neces- 
sities—gas, electricity and petroleum— 
forms a secure base for the future growth 


of Cities Service Company. 





This is a good time to put your money to 
work in this nationwide organization. The 
essential nature of the operations of its sub- 
sidiaries gives it that inherent strength 
which is so important to the long-term 


investor. 


Mail the coupon for further information 
about the securities of Cities Service 


Company. 


HENRY L. DOHERTY & COMPANY 


HENRY L. DOHERTY 
& COMPANY 60 Wall Street Q) New York City 


60 Wall St. ; 
, sical ae ald Branches in Principal Cities 


Please send me further information. 





Name 
Dildress LISTEN IN—Cities Service Radio Hour—a full-hour program of 
a4 omy variety music with Jessica Dragonette, the Cavaliers and the Cities 
State eae q Service Orchestra. Fridays, 8 P.M. Eastern Standard Time—WEAF 
and 33 N.B.C. Associated Stations. 
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The Ameri \ 
Tob cen 


acco Cg. 


THE RAID ON THE 
SABINE WOMEN 
**Nature in the Raw’’—as 


portrayed by Saul Tepper... 
inspired by the story of the 


Roman warriors’ ruthless | 


capture of the Sabine village 

for the express purpose of 

carrying off its women 
(290 B. C.). 
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—and raw tobaccos ; 


have no place in cigarettes” 


They are mot present in Luckies 
. .. the mildest cigarette 
you ever smoked 


E buy the finest, the very 

finest tobaccos in all the 
world — but that does not ex- 
plain why folks everywhere 
regard Lucky Strike as the 
mildest cigarette. The fact is, we 
never overlook the truth that 
“Nature in the Raw is Seldom 


Mild”—so these fine tobaccos, 
after proper aging and mellow 


ing, are then given the benefit 7 
of that Lucky Strike purify- ~ 


ing process, described by the 
words—“It’s toasted”. That's 
why folks in every city, town 
and hamlet say that Luckies are 
such mild cigarettes. 


“It’s toasted” 


That package of mild Luckies 


yy 


“If a man write a better book, preach a better sermon, or make a better mouse-trap than bis neighbor. tho he : 
build bis bouse in the woods, the world will make a beaten path to his door.” RALPH WALDO EMERSON, 4 
Does not this explain the world-wide acceptance and approval of Lucky Strike? 4 
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